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THE TRAVELERS INSURANCE COMPANY 


(Seventy-fourth Annual Statement) 
ASSETS RESERVES AND ALL OTHER LIABILITIES 


fan States men semen Bonds . $365,883,510.75 Life Insurance Reserves . . . . $784,893,059. 

overnment Guaranteed Bonds 6,896 , 650.00 

ee... , eo Se lnemence | oe 

Railroad Bonds and Stocks . . . 55 ,239 ,965 .00 . f Li . : ’ i 

Public Utility Bonds and Stocks. 71,594,059.00 Workmen's Compensation and Lia- 56. 320.79 

Other Bonds and Stocks . . .  45,536,199.00 bility Insurance Reserves . . 4. 

First Mortgage Loans... . 57 , 644,496.39 Reserves for Taxes. oe ig 4,150,443. 

—_ a Oi po ese - Other Reserves and Liabilities 2 dhe 2,429,887. 
eal state ae mm SS ; - ; 

a on Company’ s policies | . . 120,978,897 .40 ene ee ote aa 
ash on hand and in Banks . . . 15 ,049 799.57 . 

Interest accrued. oe ce 6,134,233 .44 Capital ihe prot pope ipa 

Premiums due and deferred oa 28 ,925 ,690. 76 Surplus ’ , : 

Au Other Assets . . . . sw: 556,093.12 48 ,057 , 816. 


*TOTAL $914 , 463 , 947.93 Torat $914 463 , 947 . 9: 


THE TRAVELERS INDEMNITY. COMPANY 


(Thirty-second Annual Statement) 
ASSETS RESERVES AND ALL OTHER LIABILITIES 


United States Government Bonds . $8 ,623 ,130.00 Unearned Premium and _ Claim 
Other Public Bonds . . .. . 1,952 653.00 Reserves .. eo Bey Fe tea: $8 , 639 , 599.39 
Railroad Bonds and Stocks . . . 1,165, 664.00 Reserves for Taxes. on 359,561.57 
Public Utility Bonds and Stocks : 1,197 566.00 Other Reserves and Liabilities Mt ng 556,190.84 
Other Bonds and Stocks peas 11,100,415 .00 special Reserve . . . . =. 6,654, 688.48 
Cash on hand andin Banks . . . 465 ,683 .02 Capital a os $3 ,000 , 000 .00 
Premiums in Course of Collection . 1,842,985 .16 Surplus oe 7, 227,780.32 
Initerestaccrued ...... 89,724.42 10,227 ,780.32 


*TorAL $26 , 437,820 60 ToraL ~ $26 437,820.60 


THE’ TRAVEI ERS FIRE INSU RANCE COMPANY 


(Fourteenth Annual Statement) 
ASSETS RESERVES AND ALL OTHER LIABILITIES 


United States Gov ment Bonds . $14,100,564. Unearned Premium and _ Claim 
Other Public Bonds .... . 500 , 390. Reserves > ewe ar, wa «| eeSOBOSSE2 G7 
Railroad Bonds and Stocks . .. . 888 ,924. Reserves for Taxes : = 535,295.29 
Public Utility Bonds and Stocks , 2,404,548. Other Reserves and Liabilities . 116,330.80 
eal Bonds and Stocks . . . . p< Special Reserve A J ape , 309 , 362.81 
ash on hand and in Banks . .. . 1,906,373. . 

Premiums in Course of Collection. 1,681, : oe aN $2,000, ; oo 

plus 5 : , 303 . 3: 
interest accrued ..... . 124, 
mi tner Assets . =. =. wllkl 4 , : , 514, 303 .33 


*TOTAL $24, 555, 104. Torat 24 556,104.90 

































































THE ‘CHARTER OAK FIRE INSURANCE. COMPANY 


(Third Annual Statement) 
ASSETS RESERVES AND ALL OTHER LIABILITIES 


United States Government Bonds . $1,001 ,595 .00 Reserves for Taxes aie PUR Sie aa Hae $ 3,606.75 
: Capital $500 , 000.00 

Cash on hand and in Banks . . . 256,424.72 Sivples i 750 769 75 

Interest accrued . .... . 5,356.78 








1,259, 769.75 


*TOTAL $1 , 263,376. 5¢ Tora $1 263,376.50 























*Assets include securities Satie with State and other authorities, as required by law: 
The Travelers Insurance Company $21,231,419.00; The Travelers ytd Company $1,210,957.00; The Travelers Fire Insurance 
Company $640,194.00; The Charter Oak Fire Insurance Company $299,006.00 
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SPECIAL 
FEATURE 


From many of our subscrib- 
ers have come requests for 
speakers to address various 
business groups or organiza- 
tions on 


ECONOMICS 


BUSINESS 
FINANCE 


Consequently to meet this 
need, we have inaugurated a 
service available to our read- 
ers. 


Further information on this feature 
will be furnished by request to— 


SPEAKERS 
BUREAU 


THE MAGAZINE OF WALL STREET 
90 Broad Street New York, N. Y. 


Kaekeke keke ke Ke Keke Kke KKK 
Die 


THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 











KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Kee 
Posted Department, The Magazine of Wail 
Street, 90 Broad Street, New York, N. Y. 





‘ODD LOT TRADING’’ 


John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 


This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 


the Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 


J. A. Acosta & Oo., have prepared a fold- 
er explaining margin requiremen‘s, com- 
mission charges and trading uni‘s. Copies 
gladly sent investors and traders. (939) 
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Brokors Bx 


Aware of scattered signs of nerv- 
ousness among customers as to the 
financial strength of their brokers, 
the New York Stock Exchange de- 
cided early Jast month that full and 
immediate information would be 
the best cure. Member firms were 
therefore directed to make avail- 
able to inspection by any customer 
the figures disclosed by the most 
recent financial report to the Ex- 
change. The next step, taken two 
weeks later, was to provide for a 
condensed statement of condition. 
Instead of wondering about it, the 
customer may now judge for him- 
self as to the security of his broker- 
age account. 

The condensed statement gives 
the salient facts without complicat- 
ing details, and has the additional 
advantage of sufficient brevity so 
that copies may be supplied to those 
interested, whereas the question- 
naire may only be examined at the 
firm’s office. As the most important 
single figure, net current assets or 
working capital should be consid- 
ered first. This represents the ex- 


cess of current assets over current 
liabilities as of the date indicated. 
Maintenance of working capital at 
a high level is evidence that un- 
expected losses will not affect the 
firm’s solvency. 

Current assets are divided into 
seven groups in the condensed state- 
ment, with separate totals for the 
market value of securities in firm 
accounts, partners’ individual ac- 
counts, and customers’ accounts not 


completely secured by collateral. 
These three figures totaled give 


what might loosely be called the 
market position of the house; in 
case the stake in any single security 
or commodity exceeds 10 per cent 
of the sum of the three groups. that 
fact must be noted separately. Sub- 
ject only to market conditions, 
however, the current assets are all 
highly liquid. 

Among the current liabilities are 
listed the credit balances of custo- 
mers, money borrowed, payable 
iiems, and the market value of 
short positions of the firm, of part- 
ners, and of incompletely secured 


accounts, if any such exist. 

Having arrived at a figure for 
working capital by deducting cur- 
rent liabilities from current assets, 
the net worth of the partnership is 
found by adding other assets, such 
as memberships in exchanges, un- 
secured receivables and real estate, 
and deducting other liabilities, if 
any. In case there are any contin- 
gent liabilities, these must also be 
noted. 

The Stock Exchange requires that 
working capital be at least 5 per cent 
of customers’ debits, which are 
listed among the current assets as 
“Receivable from customers.” At 
present debit balances are so low 
that the average firm will show a 
ratio substantially above the mini- 
mum requirement. 

The statements which have come 
to our attention have been highly 
reassuring. It is probably safe to 
say that a composite balance sheet 
of members of the New York Stock 
Exchange would show a_ strength 
and liquidity paralleled by very few 
types of business. 





x * * 


IN THE NEXT 


ISSUE 


x kw 


How to Improve Your Security Position Now 


Including Low Priced Opportunities for Switching 


By Epwin A. Barnes 
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+ Long Distance telephone 
" service cuts the time re- 
quired to see prospects— 
makes time spent with 
them more productive. x Telephone appointments arranged in advance help to elimi- 
nate wasted visits and long lobby-waits. Telephone contacts between trips prevent 
loss of business, clear up complaints, keep customers friendly. x Long Distance is 





fast, personal—pays dividends on modest monthly investments. Try it and see. 
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The Trend of Events 


TOWARD SANE TAXATION .. . In relatively brief 
time the Senate Finance Committee has done an ex- 
cellent job on the tax revision bill. The measure as now 
drawn is not ideal, but is a great improvement on the 
House version. Evidently Senator Harrison’s committee 
believes it is far more important to give business every 
possible encouragement than to make any effort— 
which would have been in vain in any event—to save 
“face” for the Administration by retaining the “prin- 
ciple” of the undistributed earnings tax. 

A straight 18 per cent tax is substituted for the 
present objectionable levy. This is a heavy tax but it 
does restore to corporate management control of the 
disposition of net income. The capital gains ‘tax is 
greatly moderated and simplified, with a flat rate of 
15 per cent applying to assets held eighteen months or 
longer. A variety of minor “nuisance” taxes are elim- 
inated. 

It is abundantly clear that present Federal tax levies 
have reached the point of diminishing returns. Further 
soaking of the wealthy and of corporations would actu- 
ally reduce revenues by curtailing investment and ex- 
pansion. There are only two ways by which heavy 
Treasury needs in coming years can be met—soaking 
low and middle class incomes much more heavily or 
adopting promotional tax policies aimed at encourag- 
ing maximum business expansion. The first method is 
not politically feasible and would contribute nothing 


to the cause of recovery. The second is feasible and 
sound. The Senate Finance Committee has made a 
good start toward it. Whether its bill will be approved 
verbatim by the Senate remains to be seen, with the 
chances apparently favorable. The biggest threat to 
adequate tax revision will be met in ultimate Senate- 
House conference, where it will be possible for the 
Administration, behind closed doors, to apply the “heat.” 
The Senate bill, however, will be widely regarded as a 
business recovery measure. Mr. Roosevelt will assume 
serious risk of getting his political fingers burned if 
he tries to scuttle it. 


CONCERNING DICTATORS... President Roosevelt 
assures the American people that he does not wish to 
be their dictator, that he has none of the qualifications 
which would make him a successful dictator and that 
he has too much knowledge of existing dictatorships to 
permit him to desire any form of dictatorship for a 
democracy like the United States. This statement can 
not reassure those who lack confidence in the President’s 
policies or methods. Others do not need to be reassured. 

No intelligent person has feared that Mr. Roosevelt 
sought to be a dictator of the Hitler or Stalin type— 
that he would ever attempt to suppress personal liber- 
ties. But why did the President think it necessary to 
offer assurance? Because many people sincerely be- 
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lieve that Mr. Roosevelt’s version of one-man leader- 
ship of a democratic nation is a grave danger to the 
economic and social welfare of our people if not to 
their personal liberties. He has demanded and obtained 
greater discretionary powers than ever before granted 
to any President. He has shown no inclination to give 
up voluntarily any of these powers. He has not ceased 
to ask for additional powers. 

If the President were able to exercise power with 
infallible wisdom, this country would not now be stag- 
nating in a major depression. He has tried to do too 
many things too fast. Call it by whatever term you 
will, he has attempted virtually one-man management 
of the political and economic destiny of 130,000,000 
Americans. Neither Mr. Roosevelt nor anyone else is 
capable of successfully handling a job of that magnitude. 
Fortunately—and regardless of the fate of the reorgani- 
zation bill—we are already on our way back toward 
representative government and away from one-man rule. 





TRADE NOT SO BAD... The decline in department 
store trade, as compared with a year ago, picked up 
increased momentum in March, with Reserve Board 
reports showing a drop of 17 per cent for the week 
ended March 26. Retail trade statistics must be inter- 
preted with care, however, if one is not to be misled. 
The fact is that trade volume is not as poor as the bald 
March figures suggest. Easter came in March last year, 
but comes in mid-April this year. Allowing for this 
difference, dollar volume of department store trade for 
the first three weeks of March was only 7 per cent 
lower than a year ago or approximately the same rate 
of decline as was shown in February. Finally, store 
prices in March were about 3 per cent lower than a 
year ago. Therefore, March decline in physical volume 
was around 4 per cent. 

Retail store volume always holds up fairly well in 
the early phases of a business depression. On a time 
basis, the depression is young. In percentage drop 
from normal business activity, it should be in or near 
its final phase. If recovery begins this year, store trade 
may escape any such beating as it took in 1931 and 
1932. So far as consumer spending is concerned, the 
full force of depression centers on automobiles and 
other durable goods of non-necessitous character. As 
suggested by February estimates of the Department of 
Commerce and by more recent business and payroll 
trends, the national income in March probably was not 


~ 


down by more than 7 per cent from a year ago. 


MORE BUILDING IN SIGHT... Although the actual 
construction of new homes still lags, the future defi- 
nitely promises better things. According to F. H. A. 
officials there has been a marked increase in those 
interested in obtaining mortgage money since the Fed- 
eral Housing Act was liberalized. In the week ended 
March 22 mortgages seiected for appraisal by the F H A 
amounted to some $22,600,000, or more than 50 per 
cent above the total of the corresponding week of 1937. 








Precedent shows that mortgages actually accepted for 
insurance will run something over 80 per cent of those 
accepted for appraisal. 

The logical sequence of events is an increase in 
mortgages accepted for appraisal, an increase in those 
accepted for insurance and, finally, an increase in actual 
building activity. Sometimes the latter is disappoint- 
ing because of the large proportion of refinancing oper- 
ations occurring in the first two steps. Recently, how- 
ever, applications for mortgage money predominantly 
reflect the intent to build. The present tendency is one 
on which hope may well be based: should it continue, 
residential construction in the late spring and summer 
months may give a surprisingly good account of itself. 


GOVERNMENT TURNS BANKER ... The new bill intro- 
duced by Senator Glass and reported last week out of 
the Senate Banking & Currency Committee promises 
to pass through the legislative mill without hitch. The 
bill greatly broadens the lending power of the Recon- 
struction Finance Corp. Loans will be available to 
states and municipalities and “any business enterprise” 
for terms as long as ten years. Indeed, about the only 
restriction is that the R F C board be reasonably cer- 
tain that the loan will be repaid. 

But where is this $1,500,000,000 which Chairman 
Jones of the R F C says he has available? Most of it 
is nothing more than Treasury borrowing power. The 
R F C will authorize a loan and go to the Treasury 
for the funds. The Treasury in turn will go to the 
people, via the banks, and sell another issue of bonds. 
This would clearly be a return to the deficit financing 
which it was thought the country had abandoned. 
After all, there is no theoretical difference between a 
W P A so-called self-liquidating project and an R F C 
loan to a shaky private business. Any actual difference 
there may be probably depends upon the R F C con- 
tinuing a reasonably conservative policy. So far, this 
agency has managed a remarkably nice balance be- 
tween the desire to help business and the disinclination 
to throw away the taxpayers’ money. It is to be hoped 
that it will continue to use its liberalized powers— 
assuming the grant—with the same restraint. 

It appears probable that the railroads will be among 
the beneficiaries of more liberal R. F. C. lending, al- 
though a scheme for giving them outright Federal sub- 
sidies is also reported under consideration. It is argued 
that the carriers are entitled to Federal subsidy because 
the Government is partly responsible for their present 
plight. Either subsidy or unsecured loans would be a 
palliative, increasing the threat of ultimate Federal 
ownership. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 814. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere in 
this issue. Monday, April 4, 1938. 
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As. 9 Soo Ht! 


ADVENTURE 


‘Dicer men say they are afraid to move because of 
the uncertain prospect—because they see no profits 
ahead—because the risks are too great. And, yet if our 
forefathers who settled this wilderness had been influ- 
enced by such considerations there would have been 
no United States of America! 

If ever there was a time for adventure in progress, 
it is today! The courage and the will to overcome all 
obstacles, to regain our economic activity, can bring 
us as great rewards as they ever have. 

Admittedly the odds are heavy, but so they were 
at other times in our history when valiant souls risked 
their lives and their all in grand adventure. They won; 
and we have all profited by their victory. Today our 
nation is a complete economic entity, from raw materi- 
als to tremendous consumer markets. 

No one will gainsay that those who settled our 
eastern shores and those who crossed the plains and 
built the west, faced greater uncertainty and more for- 
midable risks than any which 
exist today. 

In fact, throughout all our 
history men have never been 
free from risk or uncertainty 
of one kind or another and, 
just as we, they have had to 
combat the vagaries of poli- 
tics, of falling prices, of labor 
demands. 

Even in our own generation 
there are those hardy souls 
who rose from poverty to 
wealth and eminence on their 
own efforts. Nobody financed 
them. They waited for no 
governmental aid. They wasted 
no fears on their future mar- 
kets. They staked their all 
and struggled forward whether 
times were good or bad. 

That is the spirit that needs 
revival today! 

At the moment business 
leadership seems more ready 
to conserve than to venture. 
There are also those who stub- 
bornly lock horns with the op- 
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BY CHARLES BENEDICT 


IN PROGRESS 


position, causing stagnation in the industries in which 
they are executives, forgetting that they hold this power 
in trust only for their stockholders—that the companies 
belong to the stockholders and not to them personally. 
As a result, they make it harder for the more intelli- 
gent captains of industry who know that all life is a 
compromise. 

I say this recognizing the fact that industry has been 
unfairly attacked by an unfriendly administration which 
has made no distinction between organizations which 
have been conducting themselves for the good of the 
country and those which have been greedy and destruc- 
tive. I know, too, the heavy burdens of taxation and re- 
strictive measures imposed by politicians and bureau- 
crats who have ignorantly thrown a monkey wrench into 
the delicate machinery of industry and finance; that 
there is the consideration of repercussions of turmoil 
in Europe and their effect on us in a world brought close 
by the speed of communication and transportation. Yet, 

serious as they are, these han- 


dicaps have never stopped 
Americans before. 
Look back through the 


newspaper files of thirty years 
ago and the problems of 1908 
are surprisingly like those of 
1938. Trust busting was in 
full swing under the leader- 
ship of the first Roosevelt. 
Political attacks on corpora- 
tions were the vogue. Organ- 
ized capital was being de- 
famed. The rich were “male- 
factors of great wealth.” 
Charges of monopoly filled the 
air. Railroads were victims of 
drastic legislative restriction. 
The losses in earnings were 
startling. Lower wages were 
under discussion and much 
Presidential opposition. Much 
was printed concerning great 
social changes, labor was mili- 
tant, capital was pictured as 
timid, and financing was de- 
clared at a standstill. 
(Please turn to page 868) 
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The Last Phase of a Bear Market 


BY A. T. MILLER 


Ras trading range maintained by the market for five 
months has been broken by a decisive margin during 
the past fortnight and we have entered the third—and 
probably concluding—phase of the bear movement. 

There is little of surprise in this performance. For 
many weeks investment and speculative optimism had 
been living on a diet consisting mainly of hope—hope 
that business would soon show convincing evidence of 
recovery or, if an adequate upturn 
failed to materialize, that Mr. Roose- 
velt would come to the rescue in one 
way or another. 

With the second quarter now at 
hand, business volume shows very 
slight improvement over the low first 
quarter average; the President is ex- 
tremely busy with relatively unimpor- 
tant matters; and if the Administra- 
tion has definite plans either for buy- 
ing another recovery with public funds 
or for taking adequate measures to 
restore business and investment confi- 
dence it is thus far keeping them a 
carefully guarded secret. 

In advising postponement of longer 
term commitments for investment or 
speculation, we have pointed out repeatedly in recent 
months that under depression conditions first quarter 
hopes probably would be subjected to severe test in 
late March or April. As was the case in similar settings 
around this season in 1930 and 1931, faith in early 
recovery and in political magic has waned; and the 
actuality of a dubious outlook for corporate earnings for 
some months to come has increasingly forced itself into 
the reckoning. 

As always in a bear market, there have been supple- 
mentary discouragements in the flow of the news, both 
at home and abroad. There was the shock of a real war 
scare—but prompt relief from this fear failed to rally 
the market. There was disappointment in the victory 
of the President’s reorganization bill in the Senate— 
but the market had definitely broken down out of its 
previous trading range before this event came to pass. 

No, it is pointless to search far afield for the villains 
in this third act of the New Deal’s tragic drama of 
deflation. In the final analysis the trend of corporate 
earning power is the dominant market factor. Through 
most of the first quarter the market was able to ignore 
what had happened to company profits because of hope 
that the earnings trend would soon turn upward. It 
has now been forced to the reluctant conviction that, 
barring some miracle of miracles, there is no early 
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prospect of any significant improvement in earning 
power. A bearish view as regards the second quarter 
business outlook is not confined to the market. It is 
implicit also in the current action of various large com- 
panies in further cutting payroll expenses. 

At the recent lows the industrial average had plunged 
down by more than 17 per cent in a fortnight; rail stocks 
by 25 per cent; utility issues by 18 per cent. The same 
brief period brought added declines of 
5 per cent and 14 per cent, respec- 
tively in first grade and second grade 
railroad bonds, while many of the high- 
est grade industrial and utility bonds 
slid down to levels from 3 to 5 points 
under the year’s high. Completing 
this distressing picture, commodity 
prices—both spot and futures—like- 
wise declined to new bear market lows. 

No recent trading session has had 
the earmarks of a selling climax, such 
as nimble speculators love to see; and 
no important support can be expected 
from short-covering, since the short 
position is relatively light and short 
sales, due to present curbs, have had 
very little to do with the reaction. 
Nevertheless, a short-swing rally should be in order 
after so precipitate and concentrated a decline, and at 
this writing such a rebound is, in fact, making its appear- 
ance. It would be rash to assume that this entirely 
normal technical upturn has any significance as regards 
the major market trend. 

It will perhaps shock some to realize that this publi- 
cation’s index of 330 stocks has not only declined some 
65 per cent from the recovery high, but at its recent 
low stood at the lowest level since the third week of 
May, 1933, when the closing figure was approximate- 
ly 44. 

The 1933 low of this index, recorded just privr to the 
banking holiday, was a trifle under 23. Assuming stocks 
are unlikely to be worth less in this depression than 
they were valued at in the industrial and _ financial 
collapse of March, 1933, we can no doubt safely con- 
clude that we are definitely in the final chapter of the 
deflation and that the end may now be only be a matter 
of weeks or a few months at most. 

Whether right or not, however, this hopeful view does 
not by any means imply that we now see a solid basis 
upon which recommendations for longer term purchases 
can be confidently made. The comparatively low level 
of our composite index is accounted for in important 
degree by the fact that low price stocks have, as usual, 
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concentrated a decline. 


A substantial technical rally is entirely normal after so 


There is not yet adequate evi- 


dence, either in the business picture or the market's per- 


formance, upon which to base longer term commitments. 


declined relatively more than market leaders. It is 
worth noting that major decline in our index has usually 
forecast similar or proportionate decline in the Dow- 
Jones industrial index. 

In speculative quarters the most popular guessing 
game today is whether the bear market bottom in the 
Dow-Jones industrial average will prove to be at 95 or 
$5 or 75 or 65 or what have you. We see no reason to 
participate in this contest, for it is an elementary fact 
that the bottoms of bear markets are always much 
more easily recognizable than are the tops of bull mar- 
kets and that bear markets are never converted into 
run-away bull markets overnight. Even after the end 
of the banking holiday in March, 1933, with the mak- 
ings of a bull trend quite obvious, it took the market 
three weeks to get its bearings. Very few people lose 
money by missing a bull market. A great many lose 
money by premature buying in a bear market. All of 
which amounts to saying that the odds offered for guess- 
ing bottom are far from generous, and that the premium 
paid for awaiting tangible evidence that bottom has 
been put behind is always moderate. 

In adhering to the cautious side as regards longer 
term commitments, we are largely influenced by two 
considerations—(1) the demonstrated vulnerability of 
the market to even light liquidating pressure; and (2) 


the continued absence of a favorable setting in the 
primary financial factors. 

Bearing on the first point, the percentage decline in 
the market from last August to October was almost as 
great as was experienced in the 1929 crash, but it was 
brought about on transactions equalling only 5 per cent 
of total number of listed shares, whereas in the i929 
break it took dealings in 27 per cent of total listed shares 
to do proportionate damage. From the high of Febru- 
ary this year to recent low the market declined, roughly, 
25 per cent on volume equal to less than 2 per cent of 
total shares listed. This means that, pending develop- 
ment of confident investment demand, a mere dribble of 
liquidation can work havoc with values. 

As regards the second point, we remain thus far in a 
kind of negative financial crisis in that the flow of capi- 
tal and credit required to nourish a functioning capital- 
ist system continues almost completely dammed _ up. 
Neither corporate nor personal savings are flowing ade- 
quately into the channels of long-term investment. 
Bank credit is showing no net expansion. And the sub- 
stitute of deficit-financed Federal reflation thus far 
remains missing. Until there is a bullish change in the 
financial factors—whether from private or public action 
—it is difficult to believe we can have any sustained 
economic recovery. 
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“Selfish few" speech of Roosevelt, his attack on South’s 
“feudal system,” was effort to pep up the left wing, talk 
up popular hopes, cover up administration bewilder- 
ment. He wants to keep every appearance of liberalism 
and continued progress but his recent actions have 
largely been cautious and conservative, not so much 
from choice as inability to decide on a course of action. 
His advisers are split and he does not know whose 
advice to take. He fears Congress but hopes for vindi- 
cation in the fall elections. 


Washington quietude, the lack of bold strokes to turn 
the recession, is in a sense deflationary but should be 
encouraging to business which has been crying to be 
let alone, and some New Dealers say this gives business 
a chance to show what it can do. But there is no confi- 
dence that disturbing schemes are permanently shelved, 
but a feeling that the present phase of apparent conser- 
vatism is transitory and that New Deal would act des- 
perately on business down-turn or cockily on an up-turn. 





WASHINGTON SEES 


Roosevelt attempting to cover up New Deal 
stalemate. 


Administration’s reorganization victory not 
yet complete. 


T V A investigation salutary. 
Broadcasting probe pointless. 


Bond & Share decision pointing to future 
business regulation. 


R F C lending bill a conservative victory. 
Work relief policy changing. 


Labor Board’s jurisdiction widened. 








Executive reorganization bill narrowly passed the 
Senate only to meet fierce opposition in the House. 
Though some kind of bill is enacted it will represent 
defeat, not victory. In any event, under any legislation 
Roosevelt will run into so many snags in attempting to 
reshuffle bureaus that his accomplishments will fall far 
short of the dictatorship described by opponents. 


T VA investigation expected to be honest, fair, neither 
muckraking nor whitewashing. Observers look for nu 
disclosure of graft on part of T VA officials, but much 
stubbornness and stupidity. May result in general 
housecleaning of top officials in order to clear decks for 
reorientation of policy and return to principles written 
into the act rather than as interpreted by either faction. 
Result should greatly clarify New Deal’s power policy. 


Radio investigation by F C C, to cover financing, 
profits, advertising, chains, public service, and related 
problems is viewed as a cover-up move to forestall Con- 
gressional interference. Backfire may be exposé of ex- 
tent to which commission has been subjected (and 
pliable) to political pressure in granting station licenses. 
Chairman MeNinch, put in by Roosevelt to straighten 
out near-scandalous dissension and politics, has not made 
much progress. Federal courts have twice recently repri- 
manded F C C for failure to make specific findings of pub- 
lic convenience, interest and necessity in acting on station 
licenses. Investigation will harass broadcasters; will be a 
general fishing expedition without definite objectives. 

A T & T investigation report is being picked at by 
F C C members who did not take part in the investiga- 
tion, subjected to the political influences which have 
characterized most of the commission’s activities, and 
the full report (not Walker’s) probably will be delayed 
so long that Congress will not act this year on any 
recommendations for legislation which may be made. 


Bond & Share decision affirming registration provision 
of holding company act places next move up to utilities. 
Registration will not involve drastic changes and other 
sections of act will bring gradual reforms such as sim- 
plification of financial set-ups, elimination of interlocking 
directorates, etc. SEC is sincere in its offer to cooper- 
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ate, give time, and avoid crack-downs, and may pro- 
crastinate in complete enforcement of “death sentence” 
provisions with view to possible ultimate modification 
by Congress, meanwhile depending on publicity to bring 
about adherence to principles of the law. SEC realizes 
any severe order will entail more litigation, which it 
hopes to avoid. 

General business aspects of the decision include: defi- 
nition of interstate commerce broadened to permit fed- 
eral control of companies using mails or doing business 
in several states; endorsement of regulation by publicity, 
i.e., Congressional power to require registration and dis- 
closure of business details; and affirmation (in guarded 
terms) of Congress’ power to deny use of mails to those 
violating federal laws. These may have greater long- 
time effects than the specific impact 
on utilities. 


REC lending power extension bill 
is victory for conservative elements 
of administration and _ illustrates 
Roosevelt’s reluctance to try new 
panaceas. It was rushed to Congress 
to head off growing support for 
more radical proposals such as sys- 
tem of federal industrial banks. 
While partially putting government 
in investment banking business, it 
will be administered by R F C which 
is traditionally conservative and is 
still viewed as a temporary agency. 
Provision for self-liquidating loans 
to public bodies, ignoring Ickes’ plea 
for revival of loan and grant system, 
shows degree to which administra- 
tion has turned its back on PWA 
type of pump-priming. 


Bank examiners are under instruc- 





Underwood & Underwood 
Chairman Jesse Jones whose R F C has 


contemplating bold step of attempting to tax incomes 
of all state officials without a constitutional amendment. 


Lobby investigation which has been technically con- 
tinuing in a Senate committee since Hugo Black went 
after opponents of “death sentence” utility bill, is being 
revived to probe the financing of organizations oppos- 
ing various New Deal measures, particularly govern- 
ment reorganization. Is headed by Senator Minton of 
Indiana, Roosevelt favorite, who also aspires to Supreme 
Court or equally high post and who will seek to make 
this investigation a stepping-stone. 


NLRB powers are greatly widened by Supreme Court 
decision in California packing case holding that a labor 
dispute which hampers shipment of 
products justifies federal control of 
a company even though most of its 
business is local. Decision badly 
undermines case in which Guffey 
coal act was invalidated, and the 
N LEB thinks it now has jurisdic- 
tion over mines, sawmills, big farm- 
ing operations, and other “local” 
businesses. 


Press freedom guarantee is ex- 
tended to tract distributors in Su- 
preme Court decision which may 
have important future bearing on 
right of employers to circularize em- 
ployees, protection of political mi- 
norities, etc. 


Administrative court plan is again 
proposed in much more workable 
form than earlier elaborate and 
revolutionary schemes, but won't 
pass this year. Would create 11- 





tions to be more lenient toward slow 
business loans and portfolio valua- 
tion of securities suffering quotation 


just had its lending power extended in 

order to finance small enterprise and 

make self-liquidating loans to public 
bodies. 


judge court of appeals for adminis- 
tration to review stipulated types of 
decision of quasi-judicial adminis- 





declines, which is actually a reversal 

of the policy of early fall though officials try to make it 
appear merely the adaptation of a flexible policy to 
changing conditions. 


Federal Trade Commission which has just had its 
enforcement powers greatly strengthened by new law, 
sees these powers virtually nullified by circuit court 
decision in Goodyear-Sears Roebuck tire case to effect 
that courts may not issue enforcement decree where 
respondent claims to have stopped objected practice. 
F TC asks Supreme Court for review on ground a re- 
spondent might back-slide at any time. 


Tax loopholes are being fought in the courts. Encour- 
aged by court decisions permitting federal taxation of 
certain state employees, state contractors and state oil 
land leases, as well as limiting mineral depletion allow- 
ances, Treasury now claims university football games 
are not an essential governmental function and tickets 
should bear admission taxes. Treasury Department 
would like amendment to end tax-exempt bonds but is 
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trative agencies without interfering 
with their present powers, such as IC C, FTC, FCC, 
SEC,FPC,CEC,NLRB,BTA,NBCC,FAA, 
and others. Business should find such a body greatly 
simplifying, centralizing, hastening and cheapening the 
testing of administrative orders. 


Coal commission is in more of a mess than ever, still 
torn by patronage fights. Entire staff is being reorgan- 
ized, with persons experienced in business end of the 
industry being supplanted with mine union officials and 
sympathizers. Government employees’ union affiliated 
with C.I.O. dictates both major and minor appoint- 
ments, ignoring civil service rules. Chairman Hosford 
was forced to resign (to Guffey, not to Roosevelt) as 
part of the Senator’s deal with John L. Lewis on Penn- 
sylvania politics. Machinery for setting new prices, 
which would take six months, is not even started, and 
informed observers doubt that commission will ever be 
able to accomplish its major purposes. As soon as Con- 
gress adjourns Roosevelt is expected to order a quiet 
housecleaning to prevent (Please turn to page 868) 
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Spring Primaries 
and 


Fall Elections 


Of First Importance to Business 


BY RAY TUCKER 


E:. the first time in a decade Washington has cause to 
look for a symptomatic setback in the Democratic 
party’s onward march in next fall’s Congressional elec- 
tions. While it is mathematically impossible for the 
Republicans to recapture the Senate, and it would be 
almost a miracle for them to seat a majority in the 
House, lusty and crusty New Dealers will be turned out 
in droves by conservative brethren more interested in 
policies than in partisanship. Political names and identi- 
ties will matter less than they have in a generation. 
Before analyzing state setups, let us consider general 
conditions in an attempt to discover why a party so 
overwhelmingly reelected a brief time ago should be 
headed for its first reverses at the polls. The underlying 
reasons appear to be that great sectors of voters, for one 
reason or another, are deserting, and reverting to ancient 
or no faiths. In the order of their exodus as their be- 
havior reveals it, I would say that organized labor, the 
farmers, small tradesmen and the veterans—in short, the 
great middle class—are beginning to suspect the efficacy 
of President Roosevelt’s preachments and performances. 


Powerful Groups Turning 


It was these powerful groups which contributed most 
to his defeat in the Supreme Court controversy, and 
which almost routed him in the battle over government 
reorganization. Indeed, they would have blocked that 
scheme in the Senate if he had not promised everything 
but the kitchen sink to a dozen Senators whose chances 
of re-election are slim, and whose future livelihood de- 
pends on their attachment to the government payroll. 

There is no political legerdemain in this movement to 
the right. It is now almost ten years since disillusion- 
ment precipitated by the 1929 crash swung the American 
people far to the left, and tossed Mr. Roosevelt to the 
top of a momentary wave. Economic or political cycles 
rarely last longer than that in this country, and the 
hour for a counter-swing appears to have struck. 

Moreover, the people seem to sense that, despite the 
expenditure of about $20,000,000,000 and a stiff dose of 
reforms, conditions are no better now than they were 





when the smiling doctor appeared on the scene. All 
these considerations will influence them when they walk 
into the polling booths next November. 

It will be an unorganized, inarticulate, protest vote for 
the simple reason that the Republicans have offered no 
respectable opposition inside or outside Congress. But 
it is that very absence of political mobilization which, 
from the long-range viewpoint, will make the anti- 
Roosevelt registration so significant, so dangerous and so 
prophetic. From the standpoint of practical, ballot-box 
politics, a sufficiently disastrous defeat for the White 
House will be interpreted by party bigwigs as evidence 
that they must wash out the New Deal influence if they 
wish to remain in control two years hence. There are 
signs that such soapsters as Messrs. Garner, Farley and 
Harrison have already lugged out the tubs and rolled up 
their sleeves! 

As I said before, there are not enough Senate contests 
for the G.O.P. to take command of the upper chamber 
even if they won them all. But there is a prospect that 
opposition triumphs will so change the complexion of 
the Senate that Mr. Roosevelt won’t recognize it. Con- 
servative Democrats have a fifty-fifty chance of defeat- 
ing the following New Dealers: Barkley in Kentucky, 
Caraway in Arkansas, Pepper in Florida, Reynolds in 
North Carolina, and Thomas in Oklahoma. The victory 
may hinge on the “breaks of the game” between now and 
November, but two or three are almost sure to go down. 

In six other states the Republicans have a better 
than even chance to oust a Vemocratic occupant, to wit: 
Brown of New Hampshire, Dieterich of Illinois, Bulkley 
of Ohio, Gillette of Iowa, McGill of Kansas, McAdoo of 
California. All these men crawled into the Senate tent 
when nobody was looking—the only political spectacle 
then involved Messrs. Roosevelt and Hoover. 

Such an increase in the anti-Rooseveltian forces ought 
to insure an end to harassment of business and industry. 
With the addition of eleven new members to the opposi- 
tion bloc, no Cohen-Corcoran type of legislation would 
stand a chance of passage during the administration’s 
dying years. 

The Senate vote on the reorganization bill best illus- 
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trates this point. Through the use of every ounce of 
pressure—jobs, relief funds, flood money, appropriations 
—it was jammed through by a vote of 49 to 42. A 
change of only four votes would have killed it, not only 
for this session but for all time. Apparent.y Mr. Roose- 
velt realized that the next Congress would never sanc- 
tion such a grant of power to the Chief Executive—in 
view of the shifts predicted here—and therefore insisted 
upon immediate action. For the same reason he is striv- 
ing desperately to drive through a wage-and-hours law 
before adjournment in late May or early June. 

Mr. Roosevelt’s prospects are no brighter in the House 
than they are in the Senate—not so sunny, in fact. The 
Republicans should gain from 70 to 90 places, and they 
may surprise themselves by picking up many more. It’s 
generally true that when the tide is running strongly 
against an administration, it doesn’t stop at the rim of 
a certain Congressional district, flow around it and over- 
whelm another section far away. It inundates them 
without rhyme or reason. And that sort of a political 
flood seems to be bearing down on the White House. A 
5 per cent shift in the 1936 Congressional vote will give 
the G. O. P. more than 100 new members, while a 10 
per cent change will make it the dominant faction in 
the lower chamber. 

As a matter of fact, the Republicans need only about 
60 new members to blockade Mr. Roosevelt in the House. 
They have 90 Representatives now, and since they hail 
from rock-ribbed, Abraham Lincoln districts, there is 
no reason to anticipate any upsets. If they increase 
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that number by 60, their partisan band will total 150. 
But on almost every important ballot during this ses- 
sion about 50 Democrats have sided with their col- 
leagues across the aisle, so that the total would figure 
up to 200, probably a little less as a result of sickness 
and absentees. 

Here’s the main point, however: 190 votes usually 
constitutes a working majority in the House—sometimes 
only 160—-and therefore it is obvious that the melancholy 
days will soon be here for Mr. Roosevelt, although 
they have been black enough under the present 
numerical alignment. 

Mr. Roosevelt’s personal prestige, however, is even 
more deeply involved in several gubernatorial and sena- 
torial contests, and it is to these that the practical poli- 
ticos will look for a hint of 1940 shadows. If the Presi- 
dent is repudiated, personally, in several key states like 
New York, Pennsylvania, Ohio, Illinois and Kentucky, 
there will be only one conclusion for the big bosses. 
They will regard him as a 
man who has outlived 
his usefulness to the 
party. 

Obviously Mr. 
Roosevelt must 
control his home 
state of New 
York if he 





hopes to demonstrate his 
popularity with the people 
and with the politicians on the 


home grounds. That’s a sine qua 

non. So far his efforts have been a 

complete failure. He trotted forth As- 

sistant Attorney General Robert H. Jack- 

son as a prospec.ive candidate for Gover- 

nor, but he was a total loss in his few public 

appearances; he admits it himself. National 

Chairman Farley, though never on the Presi- 

dent’s winter books, has decided that he will 

have a better chance for the 1940 presidential 

nomination as a Cabinet member than as a New 

York Governor, so he is out of the picture. Gov- 

ernor Herbert Lehman may run again, but if 

he does, it will be as an anti-New Dealer deter- 

mined to prevent Mr. Roosevelt from dominat- 
ing the 1940 delegation. 

Of late there have been wild stories to the ef- 

fect that the President (Please turn to page 866) 








Prices 


and Business Profits 


Stability Is Necessary 


To Corporate Earnings 


BY JOHN D. C. WELDON 


ihaiiscutecany factors and international currency re- 
lationships—especially the pound-dollar ratio—are the 
chief forces determining the trend of prices for basic 
commodities. Barring radical inflation in this country, 
which certainly does not appear imminent, there is no 
prospect of a signficant general rise in commodities over 
the near future. The alternatives, then, are a relatively 
stable price trend, such as prevailed virtually throughout 
the first quarter of this year, or further decline. 

Given either of these alternatives, there is no basis for 
forward buying by business men. Hence no nearby 
change in the commodity price picture will of itself con- 
tribute anything to the cause of economic recovery. On 
the contrary, the general price trend during the next 
several months will depend mainly on the course of busi- 





Price — Volume — Efficiency 


Prices, volume and operating efficiency determine 
profits. On 1937 volume the steel industry's profits 
would have been little or nothing, had prices averaged 
8 per cent lower. Unless volume improves, it will earn 
little this year, even if prices are maintained. On 10 
cent copper at 1937 volume Anaconda would have 
earned about 30 per cent less than was reported and 
Kennecott 25 per cent less. Their profits this year 
will be affected much more by low volume than by 
present reduced price. In most durable goods, volume 
is the biggest variable. 
relatively stable volume, the price trend is of major 
importance, and the same is true of retail merchan- 


In consumption goods with 


dising. 


The general price movement over the near future 
will be determined mainly by the business trend, rather 
than the reverse. Stability near present level appears 
more likely than advance or further major decline. 
Barring positive inflationary developments, business 
buying will remain extremely cautious. 





ness activity. Ever since mid-summer of last year, by 
which time abnormally heavy speculative positions in 
commodities had been liquidated, the business trend has 
been the dominant factor, as shown by parallel move- 
ment of the business and price indexes. 

At this writing the immediate commodity picture is 
confused by jittery fluctuations in the foreign exchanges 
and by severe decline in security markets both here and 
in some foreign centers, notably Amsterdam. The snow- 
balling French financial crisis has foreign markets in a 
highly nervous state. Developments at Paris and per- 
sistent fears of further German and Italian aggressions 
are causing continued flight of capital from the European 
continent or at least from those countries where it can 
still get out. All of which has had a sympathetic effect 
on world commodities, as well as a direct effect to the 
extent that speculative positions in commodities have 
been and are being liquidated to provide funds for 
bolstering weakened marginal positions in securities. 
The resultant decline in world commodities recently, 
especially the severe slump in rubber, have been suffi- 
cient to carry both spot and futures indexes to new lows 
for the bear market, thus breaking on the down side the 
narrow trading range that had prevailed from last No- 
vember to the fourth week of March. 


Divergent Trends 


For various reasons, including the diversity of factors 
operating on individual commodities, it does not neces- 
sarily follow that the recent moderate extension of bear 
market lows in the composite price indexes can be taken 
as a technical signal forecasting the beginning of further 
major and general decline. While it can not be denied 
that the burden of proof is on the bull side, as it is in the 
security markets, it would be by no means illogical to 
hold that divergent trends as between securities and 
commodities are possible in the months just ahead. 

Generally speaking, current speculative positions in 
commodities are light. Decline in securities does not 
necessarily or even probably forecast further major de- 
cline in business activity. It is now apparent that in the 
market decline last autumn, severe as it was, values of 
most stocks did not come down in line with earning 
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power as based on the low level of business reached by 
the turn of the year. From late October through mid- 
March the stock market held in a broad trading range, 
sustained by the hope that economic recovery would get 
under way either in the first quarter or by April. This 
hope has now apparently been dashed. Thus security 
prices are being adjusted to a poor current business level 
which indicates disappointing earnings at least through 
the first half of the year. If this view is correct, current 
veakness in the raw materials price index may be tem- 
porary; and relative stability—at a low level—in the com- 
posite business and price indexes is more probable during 
the next quarter than significant additional slump. 





The Over-Valued Pound 


Composite business activity is already down to virtu- 
ally a subsistence basis, as low as it has fallen in the great 
majority of past depressions. Barring further business 
decline, the only developments capable of producing a 
new and serious shock in commodity markets appear to 
be possible outbreak of general European war and pos- 
sible depreciation of the pound in dollar value. Initial 
impact of war would be deflationary on majority of com- 
modities. Protracted war would before long inflate virtu- 
ally all commodities regardless of whether or not this 
country participated directly in hostilities. 

It is true that wholesale prices in the United States 
have declined more than they have in Great Britain, 
which means that respective price levels in the tw: 
greatest commercial nations are a bit out of balance. 
This could correct itself, however, either by further 
decline in British ing aor shrinkage in British busi- 
ness activity, despite her armament program, now point- 
ing in this direction; or by moderate recovery in our price 
level. While the latier corrective is not a near term 
probability, it is to be doubted that Britain will seek to 
speed any adjustment by bringing about or permitting 
any sharp depreciation in sterling. This is not to say 
that sterling will not ultimately depreciate further in 
terms of gold, and of the dollar, for the basic forces con- 
fronting the British economy indicate that the pound is 
now over-valued; but any such downward adjustment 
can logically be expected to be a slow, orderly, longer 
term process. Under no circumstances need we fear that 
a depreciating pound will ever again deflate our prices 
and our economy as it did in the autumn of 1931 and in 
1932. We have at least learned enough lessons in mone- 
tary management to take protective action if and when 
any similar threat should present itself. 

Obviously, for business in the aggregate the most 
favorable price trend is a gradually rising trend. Rising 
prices not only increase the incomes of primary produc- 
ers of commodities, but also tend to widen the profit 
margins of manufacturers and processors, wholesalers 
and retailers. A rising trend being out of the second 
quarter picture, the next best alternative would be a 
stable price level. Given adequate volume—which, of 
course, we do not now have—American business can en- 
joy great prosperity without rising commodities. It had 
exactly that happy situation in the 1923-1929 period. 
On the other hand, a declining price trend would be un- 
favorable to profits all down the line from primary pro- 
ducer of raw materials to the retail merchant. Narrow 
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Price disparities now are very similar to those existing in 
1932-1933 and are due to the same maladjustments in supply- 
demand factors. Only a business recovery can correct them. 








spread between prices received and operating costs is 
now one of the biggest, if not the biggest, business head- 
aches. Although statistical estimate is quite impossible, 
because of varying influence of prices upon volume, for 
hundreds of corporations present unfavorable price 
spreads are responsible for huge percentage shrinkage in 
earnings per share. 

In any discussion of the commodity price outlook it 
must be emphasized that in commenting upon the 
movement of a composite index of spot or future quo- 
tations there are even more pitfalls than in generalizing 
about an average of stock prices or an average of busi- 
ness activity. Business men do not buy a price index, 
but a particular commodity or commodities—and at 
any given time divergent price factors are at work. The 
wholesale price index of the Department of Labor is not 
a useful statistical tool because it contains so many hun- 
dreds of items that its composite movement is very slow. 
Moreover, it contains numerous goods that have not 
had any important use for many years. On the other 
hand, a more sensitive index of a limited number of raw 
materials must be interpreted with care, since sharp 
movement in one or two commodities—due perhaps to 
special factors—may distort such an index. 


Where Commodities Stand 


Comparing spot prices of the more important basic 
commodities at this writing with prices prevailing at the 
close of 1937, we find steel unchanged; iron off 8 cents a 
ton, or a negligible percentage; steel scrap off 63 cents a 
ton; tin off 4% cent a pound; copper down 1% cent a 
pound; lead down 14 cent a pound and zinc down 34 of a 
cent a pound. In this group, percentage declines thus 
far in 1938 have been slight excepting in lead and zinc. 
Since the close of 1937, however, declines of 3 cents a 
pound in rubber and of 4 cents a pound in hides have 
represented a very large percentage depreciation and 
have weighed heavily in the recent decline of composite 
raw material indexes. Crude oil since the end of last year 


has come down 15 cents a barrel or nearly 7 per cent. 

In farm commodities the largest percentage losses this 
year to date are found in declines of 54% cents in butter, 
63% cents in eggs and $1.62 in steers. The three that 
come in for most political attention—wheat, cotton and 
corn—are not importantly changed since December 31, 
with wheat down % of a cent a bushel, corn down 1°%4 
cents and cotton up 23 points. Flour has declined less 
than 4 per cent. Hogs are up 45 cents or more than 5 
per cent. Sugar is down 15 points or a negligible per- 
centage. Wool is down 9 cents or more than 12 per cent. 
Silk has advanced 8 cents. Coffee has declined 114 cent 
or by more than 14 per cent. 

It need hardly be said that decline in such foreign- 
produced commodities as rubber, tin and coffee is no 
disaster to this country, although it naturally is unfav- 
orable on inventory values of domestic holders and it is 
indirectly adverse to the world trade outlook by reduc- 
ing purchasing power of the producing countries. 
Eliminating these three commodities, the decline in the 
composite index this year to date would have been con- 
siderably smaller, but nevertheless there would have 
been a shrinkage. As regards raw materials of industrial 
use, the composite decline recently has not yet amounted 
to enough to be a seriously disturbing business factor. We 
rather doubt that it will become so—as heretofore stated 
—but, if it does, it will probably be effect of further de- 
terioration in the business picture rather than cause of :. 

There has been much nonsense emanating from Wash- 
ington in recent weeks about the disparity between 
prices of finished goods and prices of raw materials. 
Such disparity is even cited as an important cause of 
the depression. The simple fact is—and always has 
been—that there are immutable economic reasons why 
prices of manufactured goods are more rigid than prices 
of raw materials. Neither monopoly nor human cussed- 
ness has anything to do with it. As will be noted from 
the chart accompanying this article, in depression raw 
materials go down more than do finished goods and in 
a recovery they go up more than do finished goods. Raw 

materials were higher than finished 
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goods in 1928 and 1929, as they 
nearly always are near the top of a 
recovery cycle. They declined be- 
low finished goods in the spring of 
1930 and thereafter until March of 
1933 the disparity was persistently 
widened. In the New Deal recov- 
ery this adverse spread gradually 
narrowed and was completely elimi- 
nated in the late summer of 1936 
when raw materials again advanced 
above finished prices. 

Short of a 100 per cent authori- 
tarian government, there is no arti- 
ficial method by which the present 
disparity between finished goods 
and raw materials can be eliminated. 
Yo argue that it must be eliminated 
if we are to have an economic re- 
covery is to put the cart before the 
horse. We must have an economic 
recovery before it can be eliminated. 

(Please turn to page 862) 
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No industry outranks automobiles in impor- 


tance to’. American business. What can be 


expected from it in volume and_ profits. 


Gendreau 





Has the Motor Industry 
Seen Its Peak? 


BY DOUGLAS R. 


A, THE time of the Automobile Show last October, the 
principal makers announced their production quotas for 
the new model vear—1938. Although volume had been 
at near-record ievels, estimates were for increases rang- 
ing as high as 18 per cent over the exceptionally g-od 
year just ending. Actually, sales were disappointing at 
the Show, fell abruptly in the following months. and are 
now running somewhere near half what they should be 
to equal last vear’s. Increases are no longer mentioned. 

The manufacturers are inevitably optimistic, but they 
have probably never before been so swiftly proven wrong 
by so wide a margin. Looking at the situation six 
months after the predictions were made, there is a great 
temptation to project the downward trend into the 
future and anticipate a further steady fall in sales, de- 
spite the continued cheerfulness of some prophets within 
the industry. This would be a mistake, however, with- 
out better evidence than is now available. The fact is 
that motor production can turn decisively on_ short 
notice. and having turned, can exert such a vital influ- 
ence on our whole economy that the change in direction 
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collects strength and breadth as it proceeds. The turn 
for the better in the automobile industry, it must be 
admitted, is not vet visible, but the discouraging present 
position offers no proof that worse levels are to follow. 
Nor does it indicate a permanently lower status for the 
industry, even though the 1929 and 1937 peaks are to 
stand unapproachable for some time. 

The long-term chart of passenger car production shows 
last vear’s figure second only to 1929. Increases since 
1952 have of course been steep, but the break in the up- 
trend which will be registered this vear suggests that the 
gains may possibly have been non-recurring in that they 
were merely making good the deficiency created during 
the depression. From such an argument it would follow 
that the industry must now settle back to a lower level— 
unless another severe depression should reduce buying 
so sharply that a spurt would again become eventually 
necessary to make up the deficiency in replacements. 
Without such a temporary impulse. some observers 
claim, the motor manufacturers have seen their big years 
and are not likely to see others like them. 
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The replacement demand, as well as new 
purchasers, must be considered in this con- 
nection. Cars were formerly given an aver- 
age useful life of about seven years, but 
improvements in their construction have ex- 
tended the expectancy somewhat. Using 
eight years as the average life, and knowing 
that total passenger car registrations in the 
United States numbered about 2514 millions 
at the end of last year, a potential demand 
for close to 3,200,000 cars is indicated, aside 
from new purchases. At the end of 1930, 
somewhat over 23 million cars were in use, 
indicating a replacement demand falling due 
this year of 2,900,000 cars. This eight-year 
span seems unlikely to lengthen further 
despite improvements in the automobiles 
and the roads they travel, because of the 
more constant use and the greater demands 
made upon the average car. But does this 
mean that the potential demand due in 
1938 will turn into an actuality? 

The industry has encountered a serious 
problem in the used car situation, particu- 














It is true that this country is well supplied with pas- 
senger cars. There is approximately one here for every 
five persons, as compared with one for every twenty- 
two or twenty-three persons in France and England, and 
with much more startling ratios in other countries which 
can hardly be called backward. Yet each wave of pros- 
perity in the United States puts new buying power into 
hands eager to drive cars, and once accustomed to such 
a semi-luxury the owners will sacrifice, as past experi- 
ence clearly proves, many necessities rather thar. give up 
their new acquisitions. Hard times may force them to 
postpone turning the old car in, may cut down their use 
of it, but with any improvement in outlook or pay en- 
velope the urge for a new model becomes very insistent. 

A regular three-year cycle is apparent on the chart of 
motor production, starting with 1915 and carrying 
through up to 1929. During this period each three years 
of advancing production was followed by a setback which 
in turn marked the beginning of another climb, with 
every third year setting a new all-time peak. After five 
of these cycles, however, the pattern was definitely 
broken. Along with many other industries, automobile 
manufacturing dropped nearly out of sight in the world 
crash. If the years from 1930 to 1934 are excluded be- 
cause of the special conditions then obtaining, a repeti- 
tion of the former characteristic cycle may be observed, 
running from 1935 through 1937, but in this one case 
failing to exceed previous peaks in the third year. 

The reasons for the three-year cycle have never been 
demonstrated clearly enough so that any great measure 
of dependence as a guide to the future could be placed 
in it. The industry tends to over-reach itself periodic- 
ally, confidence and sales move together, and cars in cer- 
tain ownership classes are turned in at ages which vary 
with mass psychological conditions. For whatever rea- 
son, the cycle has held in the past with the one exception 
and it is quite possible that 1938 is to register the step 
backward to begin another three-year uptrend. 
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larly within the last few months, although 
this problem is never wholly absent. Stocks 
of used cars in dealers’ hands had become so heavy 
early in the year that it was becoming impossible to 
arrange sales of new cars without first getting rid of 
trade-ins. The concerted drive to move these stocks 
before the Spring selling season began was in good part 
successful, but there can be no doubt that used cars will 
be troublesome for some time to come. Only a revival 
of buyer confidence will solve the problem satisfactorily, 
and that hoped-for occurrence is somewhere in the in- 
definite future. 

On the other hand, the finance companies report little 
change in the repossession ratio, indicating that pay- 
ments on the cars purchased last year are being kept up 
very well. The stricter terms which were put into effect 
by the larger instalment companies before the slump 
got well under way have been a great help to the com- 
panies themselves and will result in a much more liquid 
position among potential buyers as time goes on. In this 
respect, as in many others, the present situation com- 
pares favorably with previous periods of uncertainty 
over the immediate future of the industry. When it is 
realized that some 60 per cent of all sales are made on 
time, the importance of preventing wholesale defaults 
on purchase agreements becomes apparent. 

The annual Automobile Show has been held in the 
Autumn for the past several years, the last one in Octo- 
ber and the next one being slated for November. The 
result of changing the date from the traditional January 
one has been to spread production and employment as 
hoped, but other less desirable effects are noticeable. At 
the time when a great many people are considering the 
purchase of new cars—the so-called buying season dur- 
ing the Spring months—the models offered them are 
already five or six months old. The improvements in 
mechanical details may constitute good reasons for turn- 
ing in the old cars, but novelty and the appeal of new 
body designs have been largely lost. Every time a sale 
is postponed, of course, the long-term sales results of the 
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industry are damaged fractionally, since the new car, 
when purchased, will be in use until a correspondingly 
later date, preventing another sale to replace it. It 
seems highly desirable to level off the peaks and valleys 
of production and employment, but the effect on total 
sales has not been beneficial. 

Another result of the change in the model year has 
been to force dealers to carry a heavy stock of used cars 
through the winter months, tying up their funds and 
forcing them to offer less attractive terms on trade-ins. 
The damage which was not noticeable during the years 
of rising sales, is now fully apparent and is renewing the 
dealers’ complaints against bringing out the new models 
so far ahead of their selling season. 

Added to the manufacturers’ difficulties in getting 
their new models on the market last Fall were several 
more or less connected circumstances. Labor trouble 
had been present or threatening all during the months 
when contracts are normally arranged for the supply of 
new parts; it was almost impossible to predict costs; 
profit margins were being distorted so that the wisdom 
of spending money on extensive model changes was 
highly questionable. The conservative policy was fol- 
iowed, probably correctly, and the 1938 models were 
very little different from their predecessors. Partly for 
this reason, but largely because of the business recession, 
buying power had dried up to such an extent by the time 
of the show that sales soon fell behind production and 
the industry had entered its decline. 

Because last year’s models embodying few new fea- 
tures in design failed to open the public purse, the sup- 
position has been that rather radical changes would be 
forced upon the manufacturers this year. Certain con- 
tracts for dies have already been made, and there is 
reason to believe that body styles will be somewhat 


altered. Stocks of sub-assemblies now on hand are so 
heavy, however, that in some cases the reduced rate of 
production now in force will not consume these stocks 
before the changeover to the new models. Under the cir- 
cumstances it is hardly likely that manufacturers will be 
free to make all the changes they might wish. It seems 
safe to predict at this time that improvements will be 
more general in body design than in basic details, with 
strong efforts, however, to draw a sharp distinction in 
the public consciousness between the 1939 and the 1938 
models. 

Labor costs and taxes have taken a permanent jump, 
although the rise may be somewhat modified in both 
cases. What the effect will be on this year’s earnings is 
difficult to foresee, since the low rate of production will 
bring about temporary reductions in specific costs while 
increasing expenses per unit. Considerable bargaining 
has been going on between the makers and the accessory 
companies, with the latter apparently on the losing end, 
or bound to be soon, so far as new contract bases are 
concerned. With savings of this sort and the more fav- 
orable level of raw material prices, there is a possibility 
that the manufacturers may feel themselves in a position 
to lower their price scales in the hope of regaining some 
volume. Opinion in the trade is divided on whether such 
a move would best be taken immediately, rather than 
leave it hanging over the heads of prospective buyers, or 
whether it should be postponed as long as possible as a 
confession of weakness and as an unsatisfactory remedy 
for falling profits and rising costs. 

All estimates on production for the current year are 
subject to drastic correction if the course of general 
business should change abruptly. Aside from such a pos- 
sibility, it is doubtful if the industry can count on better 
than fifty to sixty per cent of (Please turn to page 868) 
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The Flight to the Dollar 


How Scared European Capital May Affect Us— 


As It Comes Into the Country 
and as It Goes Out 


BY ERNEST MINOR PATTERSON 


= more we are discussing “hot money.” After a 
few months interruption funds are again flowing to the 
United States in large amount. The foreign exchanges 
are weak and apparently would decline still more if it 
were not for official support. But this support does not 
even temporarily reach the heart of the problem. If, for 
example, sterling declines and the price of gold in the 
London market is sufficiently low, American bankers will 
buy sterling, purchase gold in London and sell it to the 
United States Treasury at $35 per ounce. If our stabili- 
zation fund, acting perhaps under the tripartite agree- 
ment, supports the exchanges, it presumably does not 
hold the exchange but purchases gold and imports it. 
Thus in any case funds move toward the United States. 
Merchandise imports tend to expand but not enough to 
relieve the exchange pressure. Gold flows in, adding to 
our already huge stock of over $12.000,000,000, 

It is not difficult to name the immediate causes. They 
are two in number and are the ones which have ap- 
peared over and over again in the post-war vears. First, 
there is the fiscal difficulties of several foreign govern- 
ments. France is one of them. Time after time, espe- 
cially since 1926, her government and the 


Second are the German advances in Central Europe 
which are interpreted as threatening the political, eco- 
nomic and financial situation of other countries, includ- 
ing especially Czechoslovakia, Hungary, Holland, Belgium 
and Switzerland. Everywrere expenditures on arma- 
ments are being increased. Taxes are rising and must 
rise still more. Owners of capital are nervous and at- 
tempt to shift their funds, finding the United States, at 
least for the time being, the safest place of refuge. The 
demand for the dollar grows and more foreign funds 
reach us, much of the movement being in the form of 
gold. In addition, there are the needs of such countries 
as Japan who has exported large amounts of gold to 
pay for imports, her demand for it having been compli- 
cated by the conflict with China, the business setback 
in the United States and to some extent, perhaps. by the 
hoyveott of Japanese goods. 

Will these pressures persist? Probably so, but no 
human being knows for how long. Factors that make 
for their continuance are numerous and powerful. Mouth 
by month the political tension increases. Any relaxa- 
tions that come are superficial. Although some of the 





Bank of France have been in a desperate 
situation. In 1926 Poincare took charge 
and raised the franc from less than two 











cents to nearly four cents, an action that 
was widely applauded, although it now 
seems clear that a lower figure would have 
been better. Nevertheless the flow of 
funds was temporarily checked and the 
movement even reversed, considerable 
amounts of capital returning to France. 
More recently, the suspension of gold 
payments by many countries, especially 
by Great Britain, devaluation by many 
others. especially by the United States, 
and continued pressures within France, 
have repeatedly put the French franc 
under strain. Our devaluation raised it 
temporarily in terms of the dollar but 
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strains are clearly ephemeral, 
others are fundamental. Not 
much of the post-war confusion 
has been cleared and the still 
more basic influences are un- 
touched. The world is passing 
through one of those political 
and economic upheavals which 
seem to be a penalty which we 
‘cannot escape as economic and 
social organizations change. We 
need not kope for quick or easy 
adjustments. 

Turning to more specific and 
more immediate matters, men- 
tion may be made, first, of the 
price we pay for gold—$35 per 
ounce. Until costs of producing 
gold advance it will not be easy, 
except by outright export or im- 
port embargoes, to prevent gold 
flowing to the United States. 
Nor is it likely that our price 
for gold will be lowered, although 
the world has occasionally been 
disturbed by rumors that a re- 
duction in price was being con- 
sidered in Washington. For the ya. wort Photo 
present, our business situation is 
thought to need the stimulus of 
large bank reserves and low interest rates. 
the lowering of the price of gold to, say, $50 per ounce 
would at once raise the dollar in terms of other cur- 
rencies. encouraging imports and discouraging exports. 
Such a change would be bitterly opposed. 

Next is the fact that on balance the United States 
is a creditor country. Many write-offs have occurred 
and for several vears funds have been moving toward us, 
The situation is 


Moreover, 


adding to foreign investments here. 
constantly changing but our Department of Commerce 
estimated our net foreign credits at $5,607,000,000 at 
the end of 1936. The servicing of this debt means a 
persistent demand for dollars. At the same time, our 
policies of restricting immigration, subsidizing our mer- 
chant marine and raising tariffs tend to check the im- 
portation of services and commodities other than gold. 
Relief of a more or less permanent sort could be secured 
if we were willing to buy foreign securities but we are 
not ready. Until conditions abroad undergo a sweeping 
change we shall not make such purchases. The impor- 
tant exception is that under the stress of emotion we 
might repeat what we did from 1915 on. 

This brief summary of the forces at work is a neces- 
sary introduction to the main query of this article. The 
main conclusions are, first, that there are immediate 
causes for the renewed flow of funds to the United States, 
and, second, that these are merely the latest indication 
of continuing pressures. There are no signs that these 
long run forces will diminish for a long time to come. 
There may be temporary relaxations but no more is to 
be expected. Probably the movement will continue, 
with occasional interruptions. How will it affect us? 
Will it have an inflationary effect upon our markets? 
Is there apt to come later a sudden and large with- 
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Gold being loaded in England for shipment to this country. 


drawal of funds which will be sharply deflationary? 

If a general war starts in Europe, there will presum- 
ably be an acute demand for dollars, although as in 1914 
and 1915 this demand may last only for a short time. 
Accordingly our inquiry falls into two divisions. Pend- 
ing the outbreak of a general war, are we to experience 
an inflationary movement? If large, even though tem- 
porary withdrawals occur, i.e., if the funds are “hot 
money,” will we experience a severe shock? 

An attempt to answer the first of these questions leads 
at once to a discussion of our attempts in recent years to 
exercise controls over prices, i.e., to “manage” our cur- 
rency. In 1933 our government indicated a desire and a 
determination to raise prices. That prices advanced for 
many particular commodities and in general, as reflected 
by the various index numbers, is clear. That the rise 
has been due to management is not so clear. Devalua- 
tion of the dollar was in itself an influence that encour- 
aged exports and discouraged imports, but the act of 
devaluation set so many other forces in operation that 
one may doubt whether the effect was very important. 
Other countries raised tariffs, which added to the num- 
ber of commodities subject to import quotas and de- 
preciated further their own currencies. Moreover, con- 
tinuing political tensions abroad and armament programs 
as already described complicate the picture. 

It seems likely that a “natural” rebound from the 
depths of the depression was the most important in- 
fluence. In any case it is clear that by the middle of 
1936 there were grounds for concern. Excess reserves 
of our banks were over $3,000,000,000 and many prices 
began to rise rapidly. What occurred was a sign of 
hysteria, of the jitters. Reserve requirements were 
doubled, an inactive gold fund (Please turn to page 861) 
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Mexico Robs American Investors 


Rising Tide of Nationalism Threatens 


More Than Oil Companies Whose 


Properties Have Been Expropriated 


BY CHESTER 


a April 1 of the present year the United 
States Government has announced that it will no longer 
buy 5,000,000 ounces of newly-mined Mexican silver a 
month, together with certain silver reserves held by that 
country. The buying of Mexican silver was an entirely 
voluntary action on our part. It was not the result of 
any “trading” agreement for which we obtained some- 
thing specific in return. Finally, the whole business was 
founded in the obscurest of economics. But, obviously, 
when Mexico first raised tarifis to prohibitive heights 
and then went on to expropriate oil properties legiti- 
mately acquired by American and other foreign com- 
panies it was no longer necessary even for reasons of 
charity or sympathy to tender gratuitous assistance to 
our southern neighbor. 

The expropriation of the foreign petroleum holdings 
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Mexican workers parade in celebrating the government's expropriation of oil 


properties owned by foreign companies. 
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in Mexico is only the last step in a nationalistic move- 
ment which has assuined an increasingly deeper anti- 
foreign tinge. It began in its financial phases in 1914 
when the payments on the foreign debt passed into de- 
fault. That the government found itself unable for the 
moment to meet its obligations was understandable. 
Governments in course of revolution seldom can do so 
but the revolution is now long past. In spite of agree- 
ments by the creditors to sharply scale down the bonded 
debt, payments continue in default and there is little 
prospect that they will be soon resumed. 

The default on foreign debts was followed by develop- 
ment of the land program intended to create a land- 
holding peasantry which would be a stable foundation 
for democratic institutions of government. Lands have 
been taken from their owners, Mexicans and foreigners. 
first against payment in national 
bonds, later with no payment at 
all. The program President Car- 
denas announces is only about 
one-third finished but debts of 
the government from the land 
confiscations are already esti- 
mated at two billion pesos or 
more. 

The railroads of Mexico have 
been in all but small part financed 
and built by foreigners. They 
have never been a profitable in- 
vestment but the government has 
taken them over with no agree- 
ment for indemnification of their 
owners. Now the _ petroleum 
properties have been taken over 
in similar manner on the pretext 
that the action has become 
necessary because their owners 
have not been willing to accede to 
demands of their employees 
which the government finds just. 

In this progressive action 
against foreign property those 
who conduct Mexico’s affairs 
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have not denied their obligation to pay. They have not 
repudiated the foreign bonds but have only refused to 
make payments over a period now approaching a quar- 
ter of a century. Neither has it been denied that pay- 
ment should be made for confiscated lands, the railroads 
or the oil properties. But as time has passed ard new 
debts on account of the successive expropriations have 
steadily piled up, it has become increasingly clear that 
Mexico does not intend to pay for the properties at their 
value and that, as the debts have grown, she has become 
increasingly unable to do so if she would. The declara- 
tion of President Cardenas that payment will be made 
for the petroleum properties in a period hinted at as ten 
or twenty years is only a gesture like similar gestures by 
other Mexican chiefs of state, in less extreme circum- 
stances in the past. 

There is no reason to expect the wave of nationalism 
in Mexico soon to recede. It is carried forward on a base 
of patriotism. “Mexico for the Mexicans,” “Down with 
the Gringo,” “Down with American Imperialism,” are 
the slogans on banners carried in the tumultuous cele- 
bration of the oil coup before President Cardenas. 
They reflect a doctrine which has been assiduously 
taught to the masses since the revolution. ‘n fact anti- 
foreignism is to the public an integral part of the revo- 
lution and the “Revolution” is not a period of break- 
down in orderly government but a continuing social 
institution which shall not come to an end but go on to 
accomplish an expanding national “social program.” 

Foreigners however much they sympathize with Mexi- 
can social ambitions may question a social program 
which grows so rapidly that it promises always to keep 
ahead of the nation’s obligations. The progressive de- 
spoilment of the foreigner especially in its latest phases 
has caused the British to declare “profound anxiety” 
and to “reserve full rights in the matter.” Secretary 
Hull has been more guarded in his statements though 
recognizing “our serious concern about the possibilities 
inherent in the development of the oil situation in Mex- 
ico.” Clearly the administration in Washington may 
well ponder to what degree a neighbor may encroach 
upon the interests of another without ceasing to be a 
“good neighbor.” 

It may well study what meaning may be given to the 
vague agreement signed by the American states at 
Buenos Aires, December 23, 1936, which declares “in- 
admissable the intervention of any one of them, directly 
or indirectly, and for whatever reason, in the internal or 
external affairs of any other of the parties.” Are the 
affairs of American citizens abroad under this agree- 
ment none of our affairs either “internal or external”? 
If they are not, should they cause us “grave concern”? 

At the moment the issue involves only the petroleum 
properties and for the United States particularly the 
companies which have protested against the decision of 
the Supreme Court of Mexico, including the Huasteca 
Petroleum Company, the Sinclair Pierce Oil Company, 
the California Standard Oil Company of Mexico, and 
the Richmond Petroleum Company of Mexico. 

But if refusal to accept a decision of a court in a labor 
dispute can result in ousting the owners from their 
properties there is no reason why conditions may not 
arise, or even be encouraged by the government, by 
which metal mining in general, the chief American in- 
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American Companies Concerned in Mexico 


Consolidated Oil Standard Oil (New Jersey) 
Standard Oil of California Seaboard Oil of Delaware 


These four companies have made the greater part of the $200,000,000 
American investment in Mexican petroleum properties. The British and 
Dutch investment is somewhat larger. Last year, Mexico's total oil pro- 
duction amounted to some 47,000,000 barrels, of which by far the 
greater part was produced by American, British and Dutch operators. 
All the foreign oil properties have now been expropriated by the 
Mexican Government and, although there has been an officially stated 
intention to pay for them, it can be demonstrated that adequate pay- 
ment is a physical impossibility. 


Anaconda Copper Howe Sound 
American Metal Co. U. S. Smelting & Ref. 
American Smelting & Ref. 

These American mining interests are all quite heavily involved in Mexico. 
In no case, however, are the Mexican properties vital to a company's 
existence. There has been considerable labor trouble in mining areas 
but, taking a narrow, short-term view, it is believed that the Government 
will do everything in its power to ease the tension here in order that it 
may better concentrate upon the petroleum difficulties with which it is 
confronted. It is unfortunate in some respect that the American refusal 
to buy Mexican silver, while bringing the pressure on the Government 
which is desired, should at the same time hurt the silver producing 

companies which we ourselves own. 


American & Forcign Power 


Renders power, light, transportation and water service in Mexico. A 
hundred-and-forty-six communities are served in a territory whose popu- 
lation is some 1,800,000. Has recently suffered from strikes, the public 
utility employees demonstrating solidarity with the oil workers. 


General Motors Ford 


Ford's assembly plant reported operating on greatly decreased schedule. 
Intensification of the present trouble might well mean complete shut- 
down. General Motors, however, is continuing construction on its 
new plant. 


General American Transportation 


Recently reported an inability to move its cars. 


Southern Pacific 


Southern Pacific Railroad of Mexico, a $54,000,000 investment, has not 
as yet figured prominently in the Mexican news. 





terest still unaffected, may not be attacked by a similar 
procedure. The under secretary of State of Mexico, in- 
deed, at a recent speech before the diplomatic and con- 
sular offices of the United States frankly declared that 
public policy looked toward elimination of foreign capi- 
tal from Mexico including nationalization of both petro- 
leum and mines. 

General movement in the mines President Cardenas 
has announced he does not now desire. It would be bet- 
ter, it appears, to consolidate what has been won. Nev- 
ertheless short strikes have been intermittent in past 
menths against the American Smelting and Refining 
Company. Protracted discussions have brought no 
settlement. For months employees of the company have 
been accumulating a war fund. Early in March an Ex- 
traordinary Convention of (Please turn to page 867) 
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Ne Depression for United Aircraft 


BY J. C. CLIFFORD 


O. July 3, last vear, Captain H. E. Gray in 
command of the Pan American Airways “Clip- 
per III” took off from Port Washington, Long 
Island, and flew without incident to Botwood. 
Newfoundland. On July 5, after a twelve-and-a 
half hour flight across the Atlantic, the ship was 
resting easily on the River Shannon at Foynes, 
Ireland. This was the first of the Atlantic sur- 
vey flights undertaken by Pan American. In all, 
Captain Gray and his four flight officers and two 
stewards made three round trips—two via New- 
foundland and Ireland and one via Bermuda and 
the Azores. 

For this series of faultless performances a great 
deal of credit is clearly due the crew which actu- 
ally made the flights and credit is due also the 
Pan American ground organization which fune- ~~ 
tioned with its accustomed smoothness: some, "= _ 
however, must be given to the ship and to her 
builders. The “Clipper IIT” is a 22-ton Sikorsky 
flying boat. It is equipped with four Pratt & 
Whitney “Hornet” motors which swing three-bladed. 
variable-pitch propellers. With a wing spread of 118 
feet and an overall length of 68 feet the “Clipper” 
normally carries between thirty-two and forty pas- 
sengers. 

She was built at Bridgeport, Connecticut, by the Sikor- 
sky Division of the United Aircraft Corp. The Hamilton 
Standard Propellers Division of the same company sup- 
plied the propellers. Nor did United Aircraft have to 
tap resources other than its own in order to obtain the 
Pratt & Whitney motors. 

The present United Aircraft Corp. was born July 21, 
1934, of the old United Aircraft & Transport Corp. The 
latter was a holding company with subsidiaries manu- 
facturing various kinds of airplanes and equipment and 
other subsidiaries operating airports and maintaining 
lines of air transport. 

It will be remembered how the Government charged 
fraud in obtaining airmail contracts—something which it 
has not yet bothered to prove—how all domestic con- 
tracts for carrying mail were cancelled and how. in the 


830 


One of the power units of a Douglas D. C. 3 transport—a Pratt & Whit- 
ney Twin Wasp motor with a Hamilton Standard constant speed “prop. 
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winter of 1983/34, the army was maneuvered into carry- 
ing the mail and, finally, how there was great loss of life 
among army pilots. 

Before reinstatement of the mail contracts, a law was 
passed which made it necessary that aircraft manufac- 
turers and transport companies separate. The dismem- 
berment of United Aircraft & Transport brought into 
being three new organizations—United Airlines Trans- 
port Corp., Boeing Airplane Co. and the United Aircraft 
Corp. with which we are here primarily interested. 

Mention has been made already of three of United Air~ 
craft’s manufacturing divisions. The most important 
of all is that producing Pratt & Whitney engines. These 
are of the radial type, some consisting of a single row of 
nine cylinders and others of a twin-row of fourteen cylin- 
ders. The various “Wasps” and “Hornets” produced by 
United Aircraft are now world famous: they are available 
in horsepowers from 300 to 1,400. Even higher power is 
available experimentally. 

It is not easy for the layman to imagine what it means 
to have a thousand or fifteen hundred horsepower con- 
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centrated in a machine occupying merely a few cubic 
feet and weighing but slightly more than a pound to the 
horsepower. A brief description of the new test house 
which Pratt & Whitney has just completed, however, will 
give some idea. The new building is of reinforced con- 
crete with outside walls eighteen inches thick. Four 
motors may be tested at one time and the results ob- 
served through double windows in a central control room 
separated from the motor compartment by two sound- 
proof doors. Provision, of course, has to be made to ab- 
sorb the enormous energy and each motor compartment 
is large enough to swing a 23-foot pro- 


tained, motors operate more efficiently and the damage 
done an engine by racing is avoided. Hamilton Propel- 
lers are made in many foreign countries under licensing 
arrangements. 

United Aircraft has two plane-building divisions—the 
Sikorsky, which has been mentioned already, and the 
Chance Vought. The large flying boats produced by 
the former are in regular commercial operation through- 
out South America, the Philippines and in other parts 
of the world. Last year the Sikorsky Division delivered 
to the United States Navy a large, experimental four- 
engined patrol bomber. This ship was 





of new design and was some five or six 





peller. Then there ts the matter of 
handling the terrific rush of air from the 
propellers, both on the intake side and 
on the exhaust side. The air is drawn 
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tons heavier than any heretofore built 
by the company. It is not believed 
that the Navy has completed as yet the 








down four stacks located at ihe four 
corners of the building and after pass- 
ing a number of baffles is exhausted 
from two pairs of central stacks. Ar- 
rangements for the carburetor air and 
the motor exhaust are likewise com- 
plex. One suspects that a layman’s first 
experience of the Pratt & Whitney test 
house in operation would be a frighten 
ing one. 

There are a number of other manu- 
facturers of airplane engines in the 
United States, but Pratt & Whitney 
has only one serious rival, Wright Aero- 
nautical, the engine division of Curtiss- 
Wright. Between them these two 
companies fill virtually the entire de- 
mand for high-power airplane motors 
and there is every reason to expect that 
they will continue in a dominant posi- 
tion for many years to come. It is true 
that these air-cooled, radial-type mo- 
tors are difficult to streamline and that 
the fighting services are interested in 
the development of longer liquid-cooled 
engines offering less resistance to the 
air. Also true is it that the Allison 
Engineering Co., General Motors sub- 
sidiary, has produced a motor of the 
latter type, but it is hardly more than 
out of the experimental stage and, while 
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tests to which it is putting the new 
plane. 

The Chance Vought Division is es- 
sentially a manufacturer of military 
aircraft. Over the past two decades it 
has built more than a thousand ships 
most of which have been for the Ameri- 
can Navy. The Division’s specialty has 
been the production of a scout-bomber 
biplane, a ship which combined the 
functions previously thought to be 
those of two distinct types. Last year. 
however, Chance Vought began deliv- 
eries to the Navy of an all-metal, low- 
wing monoplane. United Aircraft 
states in the annual report for last year 
that this is a “high performance scout 
and dive bomber” and that the Navy 
Department had recently placed addi- 
tional orders for the model. 

United Aircraft’s fifth division— 
United Airports—owns and operates an 
airport at East Hartford, Connecticut. 
While this is used as a landing field by 
certain commercial operators, its prin- 
cipal use is for testing the output of 
United Aircraft’s adjacent _ plants. 
United Airports has been gradually 
‘building up a service and overhaul busi- 
ness and is now in a position to com- 
pletely overhaul planes for both private 
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it may possibly be found to be superior 
to the radial motors for certain uses, 
these are hardly endangered for all ordinary purposes. 

When it comes to propellers, United Aircraft has mat- 
ters much more nearly its own way than with motors. 
The Hamilton Standard Propellers are indeed standard 
throughout the world. They are to be found not only on 
military, naval, commercial and private planes in the 
United States, but are also in general use in many for- 
eign countries. These propellers are fabricated of a metal 
alloy and are available in three types—fixed pitch, con- 
trollable pitch and constant-speed. The latter in its 
“full-feathering” form is a relatively new development 
and means that the pitch of the propeller is varied auto- 
matically according to atmospheric conditions to bring 
about a constant speed even in a dive. The advantages, 
of course, are very evident: better performance is ob- 
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owners and governmental agencies. 
In addition to the five operating di- 
visions of the parent company, United Aircraft has two 
important subsidiaries. United Aircraft Exports Corp. 
operates as might be expected of it from its name and 
also handles the business of licensing products for manu- 
facture abroad. Canadian Pratt & Whitney Aircraft Co., 
Ltd., is a 70-per-cent-owned subsidiary, which manu- 
factures in a plant near Montreal, engines from parts and 
materials supplied by the parent company in this coun- 
try. In the annual report for last year United Aircraft 
stated that the business of the Canadian company had 
been satisfactory and that Pratt & Whitney engines and 
Hamilton Standard propellers were being used on all new 
equipment purchased by Trans-Canada Air Lines. 
Because of the manner in which it came into being. 
the financial record of United Aircraft is a short one. 
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motors up to 3,000 horsepower each. 


There was a small net loss in the four months to Decem- 
ber 31, 1934: a profit of $435,000 in the calendar year 
which followed: a profit of $1,926,000 in 1936: and, final- 
ly,a profit of $3,856,272 in the year just ended. This last 
figure was equivalent to $1.52 a share on the outstand- 
ing common stock and compared with earnings equal to 
77 cents a share in 1936. At the end of last year United 
Aircraft’s current assets totalled $18,200,000, including 
cash and marketable securities of $3,600,000, while cur- 
rent liabilities amounted to $3,500,000. Notes payable 
which stood at $1,750,000 at the close of 1935 had been 
reduced to $100,000 at the end of last year. 

The capitalization of the United Aircraft Corp. con- 
sists solely of 2,531,296 shares of common stock, includ- 
ing the 6,544 shares still to be issued to those who have 
not as yet turned in for exchange their holdings of the 
old United Aircraft & Transport Corp. The common 
stock is of $5. par value. 

Last .-year out of its earnings of $1.52 a share United 
Aircraft paid two dividends of 50 cents each and paid on 
account of the Federal surtax on undistributed profits 
some $143,000 for the privilege of retaining the balance 
in the business. The worst features of this tax are well 
illustrated in the case of United Aircraft. The company’s 
sales of aeronautical products rose from $11,200.000 in 
1935 to nearly $29,000,000 in 1937. As a result, urgent 
was the demand for additional plant facilities and a 
larger working capital. So, in order to raise money for 
these purposes and in order to liquidate bank loans al- 
ready contracted, there were sold early in 1936 more than 
400,000 additional shares of stock at $15 a share. But 
even this did no more than ease the situation, for today 
United Aircraft’s current financial position is no more 
than comfortable and with any further material increase 
in the volume of business there might well be again an 
urgent demand for additional capital. Yet. if the com- 
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A motor set up for testing in the new Pratt & Whitney test house. 
such chambers capable of testing simultaneously four 


pany wants to meet the perfectly 
legitimate need for more capital out 
of its own earnings, it is heavily 
taxed. Nor is it feasible to be con- 
stantly increasing the number of 
shares of stock outstanding, espe- 
cially if the state of the security 
market is what it is today. 

At this point it might be asked 
whether indeed United Aircraft faces 
the prospect of being called upon to 
supply a greater output. As a mat- 
ter of fact there is hardly a doubt 
that this is so. Military purchases 
are the most important single source 
of demand for United Aircraft’s prod- 
ucts. In this connection it is only 
necessary to note that the United 
States is as much in the armament 
race as the rest of the world. Par- 
ticular attention is being paid the 
air arm by army, navy and marine 
corps. Just the other day the House 
passed and sent to the Senate the 
much discussed naval bill which 
specifically authorizes the purchase 
of planes to bring the Navy’s total 
up to a minimum of 3,000 fighting 
ships. While it is impossible to hazard even a guess as 
to what proportion of the prospective business will be- 
come United Aircraft’s, the company position is such 
that there is no undue risk in assuming that it will 
obtain at least its fair share. Insofar as motors are con- 
cerned it is very favorably situated. 

In this country, however, the profit to be derived from 
supplying military planes to the various government 
agencies is not quite as simple a matter as it might seem 
to be. In the case of the Navy, designs are submitted in 
answer to the request for them and after the most careful 
scrutiny an order for one experimental plane is given to 
the manufacturers whose products are the most promis- 
ing. These experimental planes are then tested and if 
they prove satisfactory the Navy buys in quantity. With 
some exceptions, under the Vincent-Trammell Act a 
manufacturer may not make a profit larger than 10 per 
cent on his Navy contract. 

The Army follows a different procedure: the manu- 
facturer submits his plane for testing. If the plane fails 
in competition with others, then the manufacturer is out 
of pocket his frequently very heavy development ex- 
penses. Despite the fact that there is no legal limitation 
on profits in the case of an Army contract, the risk is 
such that the Navy business has generally been consid- 
ered the more desirable. 

Now, however, it is becoming recognized that the 
whole principle of arbitarily limiting the profit of those 
who sell to the Government is of doubtful merit. It is 
possible that before this Congress adjourns favorable ac- 
tion will have been taken on the Scott Bill which would 
repeal the profit limitations imposed by the Vinson- 
Trammell Act. 

Nor is this the only favorable development which may 
emanate from Washington. There is a plan afoot to 
have the Maritime Commission subsidize transoceanic 
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service and other plans to widen the 
domestic airmail coverage. The 
first two of these possibilitics, should 
they actually materialize, would be 
definitely beneficial to United Air- 
craft: the last probably would aid 
the engine and propeller divisions 
only. 

As for the plans of the Army, the 
House Appropriations Committee 
has just recommended to Congress a 
War Department appropriation bill 
which proposes to bring the strength 
of the Army’s air corps to 2,320 
planes by the middle of 1940. 

In view of the prospective pur- 
chases on the part of the Navy and 
the Army, together with the cer- 
tainty that the next few years will 
witness further expansion in trans- 
oceanic and continental commercial 
services, United Aircraft would seem 
assured of a good volume of business 
over the longer term. As for the 
nearer term, this is best judged by 
the state of unfilled orders. These 
aggregated nearly $24,000,000 at the 
end of 1937, or about a million-and-a-half more than at 
the end of 1936. Orders received so far in 1938 include 
$867,000 War Department order for 142 engines and 
spare parts: a War Department order totalling $320,000 
for spares for engines already in service: a Navy order 
for engines costing some $1,200,000: a War Department 
order for propellers at $133,000: and a Navy order 
already mentioned for fifty-eight Chance Vought planes 
at a figure of $3,500,000. 

Of all the industries in the country, the building of 
airplanes and parts is the only one of any importance 
which has escaped a drastic decline in activity and for 
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A Sikorsky transport plane, powered with Pratt & Whitney "Hornet" motors and 
equipped with Hamilton variable pitch propellers. This is the type of ship with which 
Pan American Airways pioneered the Atlantic and Pacific air routes. 


which no slackening can be foreseen. It is undoubtedly 
because of the business actually obtained and that in 
clear prospect that the stock of United Aircraft holds 
up so much better than most. It has not been able, 
of course, to remain absolutely immune to the wave 
of liquidation to which the stock market has been sub- 
ject in recent weeks. Immunity to such a decline as we 
have seen is only possible in the rarest of instances, for 
margin traders when they find themselves in difficulties 
almost invariably dispose of those issues which show 
them the least loss. This means that there comes a 
point in a general market decline where for technical 
reasons only the stocks of the most 
strongly situated companies economic- 
ally will encounter pressure. Then, too, 
one will notice that, when the spread 
between the stock of an exceptionally 
situated company and the rest of the 
list widens, there is gradually built up a 
competitive disparity which, as it grows 
progressively worse, tends to bring down 
the price of the resisting issue. 

Taking these things into considera- 
tion, the stock of United Aircraft has 
given a good account of itself—an ac- 
count that augurs well for the future. 

At the moment the market as a whole 
is showing some signs of stability. If it 
does no more than avoid renewed de- 
cline one might expect United Aircraft 
to reflect the uniquely favorable posi- 
tion of the industry in its freedom from 
sharply recessionary tendencies. At cur- 














From the peak of last summer the general market has declined 53 per cent, 
whereas United Aircraft is currently selling at a price which represents a decline 


of only 34 per cent from the July, 1937 top. 
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rent levels, therefore, the issue of this 
leader in aviation holds considerable 
promise for substantial price enhance- 
ment both over the near and longer term. 











Wall Street Gets 


an Overhauling 


Reorganization of Stock Exchange Will 


Bring Many Important Changes 
Affecting the Public 


BY CYRUS G. V. WHITE 


‘Te teeth in the S. E. C. Act have been snapping at the 
heels of the Stock Exchange for many months, but only 
recently have they been able to accelerate the pace of 
that ponderous body toward what is unfeelingly called 
“reform.” Now, after a bad market break, with the 
morale of the members weakened by vanishing com- 
missions and the lowest price for seats in twenty years, 
concessions are coming in a rush. The whole admin- 
istrative machinery of the New York Stock Exchange is 
being reorganized, and the prospective changes in trad- 
ing procedure and market background will affect every 
owner of listed securities. 

The wheels within wheels of the clash between the 
S. E. C. and the Old Guard in the Stock Exchange need 
not be examined minutely in order to realize what is 
likely to be the outcome in terms of practical results. 
If the Old Guard loses—and the Whitney case has made 
this almost certain—then the program of William O. 
Douglas, Chairman of the Securities and Exchange 
Commission, has an excellent chance of becoming real- 
ity. Some of the objectives are written into the laws 
of 1933 and 1934, some are Mr. Douglas’ own or in- 
herited from predecessors at his post, but the general 
goal is as fair a market as possible with the maximum 
safeguards provided for the general public. 

Such a statement of the official objectives, left stand- 
ing alone, would imply that those who disagree with the 
program constitute the forces of evil, equipped with 
horns and tails and prospering on the losses of their 
victims. As a matter of fact, there is considerable dis- 
agreement within the Exchange over methods, but very 
little on the principle of insuring fair and equitable 
treatment to all who enter the. market. The over- 
whelming majority have been moving steadily for years 
to improve the standards of the Stock Exchange and the 
prestige of the market. But they are fearful of the dam- 
age likely to follow any attempt to legislate prices and 
human nature into new channels over night. 

President Gay’s report to the Exchange last August 
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left no doubt that he was genuinely worried over the 
thin market and the restrictions surrounding trading, 
which he felt would sooner or later cause trouble. 
Whether the S. E. C. rules and the course of the market 
since then can ever be linked together as cause and ef- 
fect in the least degree or not, there still stands an 
opinion by a respected and competent expert which 
has had all possible confirmation from subsequent 
events. (It was President Gay also who warned against 
speculation in low-priced stocks in the early part of 
1937.) 

The stresses of this first bear market under govern- 
ment supervision have hastened positive action on the 
part of the S. E.C. In February came the rule that all 
short-selling in round lots must be at prices higher than 
the previous sale. Since then the market has fallen close 
to 20 per cent, but perhaps it might have dropped fur- 
ther without the new regulation. At any rate, that is 
the law now, and infractions are to be penalized. The 
difficulty, though, is in the administration of the rule. 
Unless a detective is to be stationed at the shoulder of 
each customers’ man as he writes out his orders and 
others are to check up on the many clerks and brokers 
who handle them before execution, violations are likely 
to be hard to uncover and there would still be the drawn- 
out legal processes necessary to convict and punish. If 
the rule were wholeheartedly enforced by the Stock Ex- 
change there would be small delay between apprehen- 
sion and punishment, and little temptation to break it. 


Co-operation by the Exchange 


This is chosen as a handy example to show why the 
S. E. C. prefers reorganization of the Exchange to laying 
down rigid, detailed rules of its own. Once the executive 
personnel of the Exchange can be induced to take upon 
itself the enforcement of such regulations, progressive or 
restrictive according to the point of view, the problem 
will be greatly simplified. Since the Exchange authori- 
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ties have not been convincingly eager to do so, the next 
obvious step is to get a new set of authorities. 
Accordingly, the Stock Exchange appointed a non- 
partisan committee headed by Carle C. Conway to 
study revisions in the constitution and in the whole 


siructure of Exchange government. With the commit- - 


tee organized about the middle of December, 1937. 
guesses were that a report and action on it could be ex- 
pected any time after the summer holidays, in line with 
the precedents of former studies. This one, however. 
was completed inside a month and a half, and promptly 
brought before the members of the Exchange for ap- 
proval. The present officers, the powerful Governing 
Committee and the exclusive Law Committee are to be 
replaced by a new administration, with salaried non- 
member officers at its head. The new officers will be 
charged with enforcing all rules in a cold-blooded fash- 
ion and will be responsible to the public as well as to 
the Exchange for their administration. While the rules 
at first will not be radically different from the present 
ones, they must be considered to be in a stage of transi- 
tion until the principal points discussed below have been 
covered: 

Broker-dealer segregation. The question of trad- 
ing for his own account by a broker or other person who 
is also acting as an agent will receive a great deal of 
attention. Broker-dealer relationship is a matter af- 
fecting not only Exchange members but all security 
dealers; and it is a hard nut to crack. Where a man’s 
interests conflict with those of his customer, there will 
always be the possibility that the former will profit at 
the expense of the latter. Although many firms have 
combined the functions of agent and principal for years 
with complete integrity, the present feeling is that even 
the opportunity to abuse the relationship should be 
eliminated by forbidding any individual or partnership 
to assume both roles. Brokers should be brokers only 
and not investment bankers or investment trust opera- 
tors. 

If specialists should be barred from making transac- 
tions for their own account, wider spreads between bids 
and offers would seem likely, but possibly greater 
chances to trade for the short swings. It has been sug- 
gested thai clerks in the employ of the Exchange could 
handle the duties of the specialists in connection with 
their books, or even that machines could juggle bids and 
offers competently. Another alternative would be the 
English system of jobbers limited to trading with the 
brokers, but this step is improbable. A decision on the 
scope of a segregation rule is likely to be slow in com- 
ing and bitterly contested. It is on the way, however. 

The condition statements which are now being made 
available to customers at the direction of the Stock Ex- 
change, will be permanent parts of the new order. 
These statements are based on the semi-annual reports 
made by individual firms, showing the general position 
and soundness of the house. The next step will be to 
send out questionnaires several times a year, particu- 
larly in periods of market strain. 

Broker's Capital. A Stock Exchange rule limits the 
total debit balances of a broker’s customers to twenty 
times his net working capital. The S. E. C. would un- 
doubtedly like to see this limit tightened, possibly by 
restricting the amount of a broker’s borrowing, as dis- 
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tinct from his lending to customers, to some such ratio 
as fifteen times his capital. The trend, in any event, will 
be toward eliminating the shoe-string type of broker. 

Short-selling regulations, as already implied, would 
be much more effectively handled by the Exchange. 
When the new management gets around to this subject, 
there is a good chance that selling in odd-lots and on 
other exchanges will claim their attention. The recent 
promulgation on short-selling is not necessarily perma- 
nent, but it will have a long test period, with possible 
modifications. 

Odd-iot dealers may expect some sort of supervision 
eventually, with a limit on the size of their trading posi- 
tions most likely. The general aim will be to permit 
odd-lot purchases and sales to reach and affect the mar- 
ket without temporary absorption by the dealer. The 
fifty-share unit of trading suggested by this magazine 
some time ago will receive a good share of attention. 

Incorporation of member firms, argued pro and con 
for years, will soon have its greatest opportunity for a 
practical trial. The unlimited liability of partners may 
be given up in exchange for the corporate form with 
substantial reserves and full publicity of operation. All 
employees could then be bonded against dishonesty and 
no personal vicissitudes could affect the strength of 
the firm. <A less likely substitute would be the crea- 
tion of a fund for the mutual guaranty of members’ 
solvency. 

The segregation of credit balances from the other 
assets of member firms would force many houses into 
the market for additional call money in a situation like 
the present one. .The banks would welcome some extra 
business of this type, but otherwise the benefits would 
be unimportant. 

Changing the list. There is a distinct possibility 
that the list of securities traded on the big board will 
be considerably revised. (Please turn to peje 859) 
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A Revamped 


U. 8&8. Rubber 


Preferred and Common Shares Attractive to 


Far-Sighted Investors 


BY C. HAMILTON OWEN 


QO, March 31, stockholders of United States Rubber 
authorized several changes in the company’s capitaliza- 
tion. In themselves these changes are not as important 
as the fact that they mark the virtual completion of the 
thoroughgoing housecleaning and repair job which has 
been going on throughout the company’s corporate edi- 
fice during the past ten years. Some idea of the extent 
to which the company has been rehabilitated is sug- 
gested by the possibility that in more favorable indus- 
trial circumstances stockholders this year might have 
received a dividend for the first time since 1922. As it 
is the position of stockholders has-been materially 
strengthened and dividends have at least become some- 
thing more than a vague hope. 

The program of rehabilitation began in 1928, shortly 
after duPont interests obtained working control. Long 


noted for their business sagacity and skill, it is a safe 
assumption that the duPonts, planning that U. S. Rub- 





This U. 5. giant conveyor belt withstood 27,035 Ibs. pull on the tensile testing machine 


before breaking. 
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ber ultimately would be a valuable annexation to the 
vast chemical and automobile empire which they dom- 
inated, anticipated the need for sweeping changes in the 
company’s personnel and policies. It is to be doubted, 
however, that they foresaw either the magnitude of the 
job or the length of time that it would take them to com- 
plete it. 

To all appearances, the duPonts were buying into a 
company which held a prominent position among the 
four leading manufacturers of automobile tires and one 
of the two largest companies making a diversified line of 
mechanical and domestic rubber products. U.S. Rubber 
owned extensive and profitable rubber plantations and 
in the matter of earnings the company had apparently 
been doing as well in good times and no worse in bad 
times than the rubber and tire industry as a whole. For 
some years it had been doing an annual business of 
$200,000,000. Profits had been shown in every year 
since 1892 and dividends had been 
paid on the 8 per cent preferred 
shares for more than twenty years. 
So much for the more apparent facts. 
The internal weaknesses which sub- 
sequently came to light, however, 
were much less obvious. 

In the late 1920’s U. S. Rubber 
was anything but a compact organi- 
zation. It was a sprawling aggrega- 
tion operating some forty factories 
and owning about thirty subsidiaries, 
which in turn owned other sub- 
sidiaries, many of which had been 
acquired as a means of competitive 
defence and without particular re- 
gard for their manufacturing and 
geographical efficiency. In_ fact, 
some of the plants were not even 
operating, while others were saddled 
with obsolete equipment and meth- 
ods. The effect of these conditions 
was visible in the company’s finan- 
cial statements. although not alarm- 
ingly so. 

Under favorable conditions, for 
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example, the company could show a gross operating 
profit, before fixed charges and depreciation, of only 
some 8 per cent on sales, as compared with 16 per cent 
for Firestone and about 13 per cent for Goodrich. In the 
best years, the company was able to carry only about 
3 per cent of sales to net earnings, after inventory adjust- 
ments, as compared with 7 and 8 per cent for its nearest 
competitors. Even this showing was made possible only 
by cutting corners in the matter of depreciation charges. 

The trouble was fixed charges. Debt, contracted prin- 
cipally for the acquisition of properties, had piled up 
steadily until in 1927 it amounted to more than $141.- 
000,000 made up of bonds, notes and bank loans, the ser- 
vice charges on which totaled nearly $6,300,000 annually. 
With such an unwieldy capitalization the company was 
ill-prepared for the chaotic conditions which swept over 
the tire industry from 1925 on. 

In 1925, following the collapse of the control scheme, 
the price of crude rubber plummeted from $1.20 a pound 
to below 20 cents and by 1932 crude rubber was selling 
only slightly above 2 cents a pound. The effect upon 
U. S. Rubber was twofold. Plantation profits were seri- 
ously curtailed and the company was compelled to write 
off staggering inventory losses. For the tire industry 
as a whole, the drop in rubber prices was the signal for 
the start of a price war the like of which has rarely been 
witnessed. Before it was over the entire system of tire 
distribution was in a deplorable state and both manu- 
facturers and dealers were losing money. In this battle, 
U. S. Rubber suffered a loss of competitive advantage 
and escaped receivership only by virtue of heroic efforts 
on the part of the new management installed early in 
1929. The duPonts put in Frank B. Davis, Jr., as presi- 
dent and chairman of the board and William de Krafft 
as vice-president and chairman of the finance committee. 

Together, these men were largely responsible for guid- 
ing the company through the hazardous days of the 
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The rupture test, in which tires are run over spikes until they 
burst while careful observations of the effects are made. 


depression. This while a creditable achievement in itself, 
was practically overshadowed by their accomplishinents 
in reconstructing the company internally and financially. 
a task made doubly difficult by the depression slump in 
all divisions of the tire industry. 

Internally the company was completely reorganize. 
Many obsolete and inefficient plants were sold or leased. 
old machinery and manufacturing equipment were dis- 
carded and replaced by up-to-date methods of large scale 
production. Naturally, all of this was much less simple 
and much more costly than it sounds. As it will be seen 
later, however, the results more than justified the effort 
and cost. 

The major achievement, however, was the company’s 
financial rejuvenation to a point where it was able to 
look the sheriff in the eve without flinching. At the end 
of 1927, the company’s total indebtedness amounted to 
$141,803,000. At the end of 1937 it amounted to 
$50,800,000. Fixed charges were cut from $6,300,000 
annually to about $2,500,000 annually. During this 
period, deficits aggregated some $52,000,000, represented. 
however, mainly by such bookkeeping losses as inventory 
adjustments and depreciation, and not actual out-of- 
pocket losses. The necessary funds to provide for debt 
adjustment were provided by the sale of 728,412 shares 
of common stock at $35 in 1928; the balance was pro- 
vided mainly by the liquidation of boom-time inventories 
and accounts receivable. 

What all this has meant to the company and its stock- 
holders is to be found in the 1937 report. Consolidated 
net sales last year amounted to $186,253,188, the larg- 
est since 1929. and were (Please turn to page 862) 
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That "Telephone" Report 


Three years ago Congress author- 
ized the Federal Communications 
Commission to make a thorough in- 
vestigation and prepare a report on 
American Telephone and Telegraph 
Co. One Commissioner, Paul A. 
Waiker, has submitted his report. 
The other two Commissioners have 
pointedly disavowed any _ respon- 
sibility for this report and are pro- 
ceeding with the preparation of one 
of their own. Like the T V A, the 
F C C appears to have been split by 
internal dissension. Commissioner 
Walker recommended the creation 
of a governmental agency which 
has power to regulate all of A. T. 
& T.’s activities, including financing 
and costs and prices of equipment 
purchased. The Walker — report 
stated that a 25 per cent reduction 
in the company’s rates could be 
made without loss of revenue and 
recommended that depreciation pol- 
icies be revised on the “prudent in- 
vestment” basis. In the circum- 
stances it appears rather obvious 
that Commissioner Walker has sub- 
mitted a minority report and the 
likelihood that Congress will take 
any action until the other two Com- 
missioners have had their say is 
quite remote. Until all of the evi- 
dence is in the many stockholders 
of A. T. & T. may curb their an- 
xiety, deriving comfort from the fact 
that the company is not entirely 
without friends at court. Commis- 
sioner Craven has publicly voiced 
the belief that the report would have 
accomplished more had the company 
been given an opportunity to exam- 
ine witnesses and offer testimony in 
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For Profit and Income 


rebuttal. He also felt that the com- 
pany should be given high credit for 
the excellent service which it pro- 
vides. All in all it appears that 
some further time will elapse before 
the company is brought under Fed- 
eral regulation—with such regula- 
tion likely to be much less drastic 
than the Walker report recom- 
mends. 





Developments in Cities Service 


The Cities Service Co. is essen- 
tially in the petroleum and natural 
gas business and it is undoubtedly 
desirable from the company’s stand- 
point that it not be hampered by 
restrictive legislation designed for 
an industry which is but a_ small 
part of its own business. 

Hence, with a view to obtaining 
exemption from the provisions of 
the Public Utility Holding Com- 
pany Act of 1935, it is taking some 
interesting steps. Utility operations 
are virtually all confined to the sub- 
sidiaries, Cities Service Power & 
Light and Federal Light & Traction. 
These last two companies have been 
registered with the S. E. C. and the 
Cities Service Co. evidently believes 
that by turning over to voting 
trustees the controlling shares of 
common stock, it can claim that it 
is not a holding company as defined 
by the Act. At the same time, the 
Cities Service Co. is requesting its 
stockholders to approve a reduction 
in the stated value of the common 
stock; this to be accomplished by 
changing ten shares cf the present 
no-par common into one share of 
new common which will be of $10 
par value. Such a move will make 














it possible, among other things, for 
the parent company to eliminate 
from its books the undistributed 
surpluses of subsidiaries carried as 
an asset. Stockholders voting as- 
sent to the new capitalization will 
lose nothing of their voting power. 
for the new stock will carry ten 
votes a share. Nor will their status 
be changed in any other way: the 
new stock will be just ten times as 
valuable as the old and stockhold- 
ers need have no fear that they are 
being deprived of anything by 
assenting to the plan. 





On Switching Bonds 


With conditions in the bond mar- 
ket so unsettled, it is not surprising 
that commentators and analysts are 
hard put to originate any profitable 
switches. Their efforts occasionally 
unearth opportunities to make a 
few points and obtain a larger yield 
by selling a coupon bond and buy- 
ing non-exchangeable registered 
bonds of the same issue. This ad- 
vice sometimes has merit, but the 
investor should be extremely cau- 
tious in making the suggested move. 
Registered bonds customarily sell at 
a discount from the regular price 
and the discount sometimes grows 
to sizeable proportions. Where the 
intention of the buyer is to hold 
until maturity in any event, this 
price differential would seem to in- 
vite purchases of the cheaper class. 
It should be remembered, though, 
that the market for the latter is 
comparatively restricted, and that 
the unforeseen necessity to sell on 
short notice may cause considerable 
loss. 
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Near-term Outlook 
Clouded for Liquor 
Companies 


Although the production 
of whisky has been cur- 
tailed, it is still being pro- 
duced far in excess of con- 
sumptive requirements. 
Production of whisky in 
February amounted to 10,- 
254,000 gallons, compared 
with 11,637,000 gallons in 
January. Consumption in 
February this year was 4,- 

33,000 gallons, a decline of 

‘Yo from the amount con- 
.imed in February a year 
ago. While it is true that 
some of the big liquor com- 
panies have not as yet com- 
pleted their programs for 
increasing whisky inven- 
tories for aging, it is prob- 
ably not desirable that 
there be so great a margin 
between production and 
consumption. Moreover, 
it is believed that the de- 
cline in consumption has 
caught many retailers with 
excessive stocks and a re- 
newal of price wars is be- 
ing freely predicted.  Al- 
though in theory retail 
price wars are no concern 
of the manufacturer they 
do in actuality have an ad- 
verse effect. 


Among Lessons Learned 
in the Past Few Years 


... that stocks may be 
a fine hedge against infla- 
tion, but one wants to be 
very sure that the infla- 
tion is going to arrive... 





Bohn Aluminum & Brass . . 


Philip Morris . . 


Delaware & Hudson Co. . 


Developments in Companies Recently Discussed 


. Action on the 
common dividend was not taken at a recent 
meeting. President told stockholders that 
there had been a loss in the first quarter 
and that unprofitable operations probably 
wou'd continue until the final quarter of 
this year. Bohn will begin shortly fabri- 
cating magnesium for which, because of its 
extreme lightness, there is a large market. 


. This company's report for 
the fiscal year ended March 31 will be 
issued before long. Earnings wil! almost 
certainly be the lavgest in history: they 
are estimated at the equal of well over 


$10 a share on the outstanding stock. 


Sears, Roebuck . . . Sales for the four weeks 


ended March 26 totalled $36,500,000, « 
decline of 9.2 per cent from those of the 
corresponding previous period. In the 
eight weeks to March 26 sales were 6 per 
cent below those of the same time last 


year. 


. . Because of the 
unprofitable activities of the railroad and 
coal subsidiaries, the holding company 
liquidated large block of securities last 
year. Among the securities sold were 
66,500 shares of New York Central com- 
mon, 58,600 shares of Rock Island common, 
$2,600,000 in Government bonds, together 
with substantial amounts of public utility, 
municipal and other bonds. In all, mar- 
ketable stocks and bonds carried at a 
cost value of $45,000,000 at the close of 
1936 had been reduced to but slightly 
more than $33,000,000 at the close of last 


year. 


Sharon Steel... 


International Nickel .. . 


Seaboard eil 


Aluminum Co. of America . 


It is officially reported 
that this company will "just about break 
even" in the first quarter if no consider- 
ation is given to depreciation charges. 
Bookings in March were said to be slightly 
ahead of February. 


In the opinion of 
the management, valuable resources, ex- 
perienced organization, substantial cash 
reserves and the diversification afforded 
by a world-wide business, make the 
company well-prepared to weather de- 
pression. During the last quarter of 1937 
sales of nickel in the United States 
were 44 per cent below the first three 


quarters. 


Earnings equivalent to 
$1.97 a share of common stock were re- 
ported for last year, compared with 
profits equal to $2 a share in 1936. This 
year the company plans to start drilling 
in Iran, concessions having been obtained 
for such work. Operations in the new 
“Luby Field" in Texas cre officially con- 


sidered more than usually promising. 


. . For last year 
this company reported a net income of 
$27,622,749 after taxes, depreciation, de- 
pletion and other charges. This, after 
dividends on the preferred stock, was 
equivalent to $13.26 a share on each of 
the 1,472,625 shares of outstanding com- 
mon stock. In 1936 the profit was equiva- 
lent to $8.65 a share of common. Last year 
the production of aluminum was the larg- 
est in history and 30 per cent above that 
of 1936. 








that second-grade bonds 

behave in an alarmingly second- 
grade manner as soon as the bond 
market starts to slip ... that Sena- 
tor Pittman knows less about silver 
than any man alive .. . that last 
year’s earnings have nothing to do 
with this year’s price for stocks . . . 
that events subsequent to the spring 
of 1937 show the hazards of buying 
on margin however bright the busi- 
ness picture .. . that many of the 
stocks which sell for a dollar share. 
and look worthless, probably are 
and should be left alone. 
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Brevities 


Foster Wheeler made a_ little 
money in the first half of 1937, but 
closed the year with a loss. The 
stock sold above $54 a share. At 
the moment, with business better 
than at any time in 1937, the stock 
may be bought for $11 a share... . 
On March 31 when stocks and bonds 
generally were breaking wide open, 
New York Dock 5s, 1938, jumped 28 
points to close at 82. This was on 
the news that the modified plan of 


recapitalization had been declared 
effective and that interest on the 5s 
would be paid... . The House Inter- 
state and Foreign Commerce Com- 
mittee has refused to report the 
Senate bill limiting the length of 
freight trains. A “break” for the 
carriers, finally. Had trains been 
limited to seventy cars as proposed, 
it would have cost the roads some 
$100,000,000 annually out of pocket 
expenses, and possibly as much as 
five times this sum for the rearrange- 
ment of facilities. 
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Railroad Bonds Appraised 


How Much of the Debt Is Vulnerable—What to 
Look for Under Today's Conditions 


BY J.S. WILLIAMS 


je par value of railroad bonds listed on the New 
York Stock Exchange is about $10,500,000,000. On 
March 1 of the present year these bonds had a market 


value of less than $6,500,000,000 and since then their 


aggregate price has become nearer $6,000,000,000. When 
one considers that the actual property investment be- 
hind this $10,500,000,000 in bonds amounts to about 
$25,000,000,000 and that this $25,000,000,000 in prop- 
erty will support, marketwise, a debt of only $6,000,- 
000,000, it is evident that matters have come to a sorry 
pass. To say that insurance companies, banks and indi- 
vidual investors are worried about the situation is a 
gross understatement: they verge on desperation in 
many instances. 

It is probable, however, despite the obvious despera- 
tion of their case, that many investors in railroad bonds 
are hoping against hope for an improvement in the posi- 
tion of the railroads as a whole. Indeed, the problem is 
usually so treated. Not long ago the President named a 
commission composed of Walter M. W. Splawn, chair- 
man of the Interstate Commerce Commission, together 
with Commissioners Eastman and Mahaffie, to look into 
remedial possibilities and report back to him within a 
week. The investigation is believed to have covered: 
(1) The setting up of a new agency within the ICC 
with complete jurisdiction over reorganization cases and 
to act as an arbiter in the reduction of funded debt, with 
positive powers to curb recalcitrant minorities. (2) 
Whether it would be feasible to force consolidations and 
the co-ordination of facilities with a view to eliminating 
wasteful competition. The New Deal, of course, is 
pledged to render assistance to any labor that might be 
displaced by such a program. 


Rail Plans Not Known Yet 


Although the report has been in the President’s hands 
for some weeks now, its import remains a closely guarded 
secret. It is likely that nothing will be known definitely 
until the President sends his promised message to Con- 
gress on the subject. 

Now, while there is ample justification for believing 
that something will be done for the roads, the holder of 
bonds in an individual road is taking a long—perhaps 
faulty—step if he reasons from this that his own invest- 
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ment thereby will be made secure. The cold-blooded 
fact of the matter is that with nearly a third of the 
country’s railroad mileage in receivership as it is, we are 
going to see an even greater mileage under the protection 
of the courts before the trouble is all over. 

This is because it just isn’t a practical possibility to 
economize sufficiently by consolidations and otherwise 
to save a number of roads. Even should the strong labor 
unions agree amicably—which is most unlikely—to a 
sharp reduction in wages, and even should there come 
some increase in traffic, it would still not completely save 
the day. 

Government ownership is envisaged by some as the 
final solution. Railroad labor would like to see this, feel- 
ing that the present high level of wages would be frozen 
under civil service conditions. Some investors also favor 
Government ownership of the roads, believing that if 
this were to happen they would be compensated with 
Government bonds and that even though these were not 
distributed par for par their position would be better 
than it is now. 

In actuality, however, there does not seem the slightest 
chance of this, or any other, Administration going out 
deliberately to acquire the country’s railroads. What 
might happen is that Washington, employing its usual 
methods of expediency, will go on advancing money for 
this and that—perhaps even make a limited guarantee 
of interest in exchange for a pledge that maintenance 
expenditures will be continued—and by some such 
devious course we shall gradually drift towards Govern- 
ment ownership. 

It is because the probabilities so strongly favor ex- 
pediency and drift in dealing with the railroad problem 
that it is hazardous for the investor to regard all rail 
bonds as if they were the obligations of a single debtor— 
some being better than others, of course, but resting on 
a single base. In appraising a bond today the first point 
to be considered is the chance of avoiding receivership. 
In days gone by this was much less important than it is 
now, for history is replete with instances where the 
underlying bond of a receivership road remained as 
sound or sounder than the debenture of a road earning 
charges and paying dividends on its common stock. 

In the present setting, however, matters do not appear 
to be working out like this. One of the reasons may be 
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Standing of Important Rail Bonds 





Fixed Charges Times Earned 
B C. 1937 


Vulnerable Debtt 


COMMENT 














Although the Debenture 41s, 1948, are on the borderline of vulnerability 
on the basis of an estimated one-and-one-half times coverage for the present 
year, lack of notes payable and of near-term maturities, together with a 

latively strong fi ial position, entitle even these to a sound rating. 
Despite some decline from the high price recently established, the General 
4s, 1995, still remain the standard high-grade railroad bond. 








Issues vulnerable in part on the basis of column “E" are the Collateral Trust 
5s, 1945, and bonds issued under the General Unified Mortgage. The 
Collateral Trust 4s, 1952, must be regarded as second-grade, for they are 
merely the direct obligation of Atlantic Coast Line and the collateral secur- 
ing t em—namely 596,700 shares of Louisville & Nashville common—has 

f depreciation in value. The First Consolidated 4s, 1952, 
together with a number of divisionel issues stili appear to be reasonably 
sound holdings. 








Even the First 4s and the First 5s, 1948, appear to be in a somewhat precari- 

ous position with the present level of traffic. The road is heavily encumb- 

pe with short-term debt and the outlook for the property as a whole is a 
ubious one. 





All the road's bonds are still statistically sound. There has, however, been 
heavy depreciation in the company's investment portfolio. 





Although a portion of the First & Refunding 5s, 1971, and 414s, 1977, 
fails to meet the test for plet d imp by column “E", 
these bonds nevertheless are entitled to an investment rating. The General 
4s, 1958, and the Illinois Division 31s and 4s, 1949, are investments of 
the highest grade. 











All the road's bonds are highly speculative. 





On the basis of column “E", the Refunding & Improvement 5s and 6s, the 
Convertible 4s, 1953, and the General 4s, 1996, are all in a measure vulner- 
able. Probably more because of than despite the road's receivership 
status, there are speculative possibilities in certain divisional issues and in 
the Prior Lien 4s, 1996. 





Bonds issued under the General —- make up a large proportion of 
the total debt. Even — junior lien—however, are entitled to be 
y sound. 











The Debenture 434s, 1966, are vul bI The Refunding 4s and 5s, 
1955, together with a number of collateral trust and divisional issues must 
be considered also to be of a speculative nature. The First 3s, 31/8 and 4s 
1950 and 1951 still appear to be sound holdings. 








Part of the bonds issued under the First & Refunding Mortgage are vulner- 
able. However, relative to other bonds vulnerable by the same test, these 
are much stronger than the majority. The Unified 4s and a number of 
divisional issues remain high-grade. 

















The Adjustment 5s, 1967. and also part of the three Prior Lien issues fail to 
meet the test of column “E". The Missouri, Kansas & Texas First 4s, 1990, 
are probably sounder in actuality than is shown by the current market price. 





The bonds issued under the Refunding & Improvement Mortgage must now 
be considered to be somewhat speculative; those under the Consolidation 
Mortgage a grade higher. Divisional bonds vary from the frankly specula- 
tive to investments of the highest grade. Collateral Trust bonds are to be 
appraised on their individual merits. 








The unsecured Notes due October, next, and also part o the bonds issued 
under t e Refunding Mortgage aie vulnerable on the basis of column 
“E", The First 31/9s, 1947, are still of investment caliber statistically: near- 
term maturities, however, cloud the picture for the road as a whole. 





Both gross and net off very shar-ly so far this year. The small funded debt, 
however, is all of the very highest investment grade. 











The various Refunding & Improvement issues are vulnerable. The General 
Lien 3s, 2047, are of fair grade, while the Prior Lien & Land Grant 4s, 
1997, are still entitled to a high investment rating. Road is fortunate in 
having no near-term maturities and in having a sound financial position. 





The Convertible Debenture 314s, 1952, the Debenture 414s, 1970, and 
part of the General Mortgage bonds fail to meet the test for complete 
soundness according to column ‘“E". The Consolidated 31s, 4s and 
41/os are investments of the highest grade,: are also the greater part of the 
divisional bonds, 





The Debenture 414s of 1968, 1969 and 1981 are now speculative. The 
Central Pacific Collateral 4s, 1949, and the Oregon Lines 41s, 1977, are 
but slightly higher in grade. The underlying Central Pacific (First 4s 1949) 
appear to be reasonably sound holdings and the same may be said of the 
Southern Pacific R. R. First Refunding 4s, 1955. This system has few, if 
any, bonds of the highest investment caliber. 








A.& Actual With New 
Company 1937 Rates 

Atchison, Topeka & Sta. Fe... 1.8 2.4 
Atlantic Coast Line.......... 1.4 1.8 
Baltimore & Ohio............ 1.0 1.3 
Chesapeake & Chio.......... 4.6 4.9 
Chicago, Burlington & Quincy . 1.5 2.1 
Chicago North Western....... 0.1 0.3 
MEM ier tcls peice tscasa-ecscaid ws 1.0 1.3 
Great Northern.............. 1.6 1.9 
Wlinois Central............... 1.1 1.5 
Louisville & Nashville........ 1.7 2.0 
Missouri-Kansas-Texas......... 0.8 1.3 
New York Central............ 14 13 

N. ¥. Chicago & St. Louis..... 1.4 1.7 
Norfolk & Western........... 15.8 16.5 
Northern Pacific.............. 1.0 1.2 
Pennsylvania................ 1.3 1.5 
Southern Pacific.............. 1.0 1.4 
Union Pacific................ 2.2 2.8 


Even the Debenture 314 of 1970 and 1971 are entitled to an investment 
rating, while bonds issued under the First Lien & Refunding Mortgage are 
still more secure. The First Railroad & Land Grant 4s, 1947, are of the 
highest investment caliber. 





t—Approximate amount of interest-bearin 
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n r ‘| debt on which fixed charges will not be earned one-and-one-half times in 1938 (000,000). *—This is an estimate. 
of the coverage for fixed charges in 1937 had the recently granted freight rate increases been effective. 











that roads falling into receivership today only do so 
after they have exhausted all their own resources, all 
the resources that private lending agencies will let 
them have and, finally, all they can borrow from the 
Government. Postponement of the inevitable means 
that the crash when it comes is all the worse and that 
there is a less firm foundation on which to build anew. 
But whatever the reason, it can be shown that under- 
lying railroad bonds no longer stand up as they once did. 
In the recent bankruptcy of the Erie, for example, it 
was not only on the junior bonds that interest payments 
were stopped, but interest ceased on the underlying 
Prior Lien 4s, 1996, and upon a number of what had 
previously been thought to be very strong divisional 
issues. 

While there was considerable consolation in the fact 
that the Baltimore & Ohio managed to make the April 1 
interest payments, here is a road which has to hurdle 
very serious financial obstacles in the near future. In 
this particular case it was only through R FC aid that 
the latest interest payments were made. Substantial 
sums are due in May and following months, while on 
August 1, 1939, $50,000,000 in notes mature. Southern 
Pacific is another large road in financial straits. In 
March it asked the ICC to approve its borrowing 
$14,000,000 from the RFC, stating in the application 
that the $17,000,000 in bank loans already obtained and 
the $3,000,000 additional which had been arranged, util- 
ized the road’s bank credit “to its full extent.” 

Having examined his railroad bonds from the stand- 
point of the debtor company e.ujoying continued exist- 
ence in its present form, the investor will proceed to 
consider earnings, management and the record, just as he 
would have done in the past. In the accompanying 





tite 


s 6g 


The "Mercury," one of the N. Y. Central System's new 
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table there will be found a majority of the country’s 


great railroad systems. With one or two exceptions, 
which were given merely as examples, roads actually in 
receivership have been omitted for the reason that it is 
extremely difficult to appraise the value of any bond 
under receivership conditions. 

The second column, B, in the table is the amount by 
which fixed charges were actually earned last year. The 
third column, C, is an estimate of what these figures 
in the first column would have been had the freight rate 
increases recently granted by the ICC been effective 
throughout the whole of last year. In view of the wide- 
spread expressions of disappointment over the smallness 
of the increases that were permitted, it may seem sur- 
prising that the differences between column B and col- 
umn C are as large as they are: after all, between a third 
and a half of all fixed charges represents an appreciable 
gain for the railroads. It is to be remembered, however, 
that on the present level of traffic the gain is very much 
smaller. Gross operating revenues of Class 1 roads for 
the first two months of the present year totaled $530,- 
000,000 compared with $654,000,000 in the first two 
months of 1937—a decline of 19 per cent. Hence, unless 
there should be an improvement in traffic during the 
coming months, it would not be illogical to assume that 
in 1938 the benefits from the rate increases will be only 
four-fifths of what they would have been in 1937. The 
prospective lower traffic level has been taken into con- 
sideration in compiling column D which is nothing more 
than an estimate of the coverage for fixed charges for 
the present year. It will be realized, of course, that any 
estimate so early in a year may require substantial 
revision later on, depending upon traffic developments. 

Column E is the result of the quite arbitrary assump- 
tion that one and one-half times 
fixed charges represents the border- 
line between complete safety and 
the reverse. It is reasoned that if 
a road with a funded debt of $100,- 
000,000 is likely to earn fixed charges 
once this year, then it should have 
a funded debt no larger than $67,- 
000,000 for its bonds to rate as in- 
vestment under — we repeat — our 
arbitrary rule. The difference be- 
tween $100,000,000 and $67,000,000 
would be entered in Column E as 
the amount of debt vulnerable under 
the test. No attempt has been made 
to make adjustments for fixed 
charges other than interest on fund- 
ed debt; nor has consideration been 
given to the possibility of abandon- 
ment of unprofitable branches or 
other facilities. In other words, the 
amount of so-called vulnerable debt 
is meant to convey merely an im- 
pression of the scaling down of capi- 
talizations which might be necessary 
to bring a road’s securities to a level 
commensurate with present earning 
power. By no means, however, 
should this be taken to mean that in 

(Please turn to page 866) 


streamliners. 
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Depression Resisting Stocks 


For Income and Moderate Price Enhancement 


BY MUNROE E. 


Dinititne. a protracted decline in business levies a 
heavy toll of corporate earnings and dividends. Con- 
fronted with such compelling factors as sharply lower 
earnings in the first quarter, the uncertainties in the 
current industrial prospect and depleted surplus ac- 
counts, financial managers have been forced in many 
instances to defer dividends, if not actually omit pay- 
ments. While it is to be hoped 


MARSHALL, JR. 


ing in acquiring shares of heavy-industry companies, but 
unforeseen events intervened to adversely change the 
course of the business before it had completed its normal 
cycle. As a consequence it is once again necessary for 
investors to turn their thoughts to those industries and 
companies which appear best situated to cope with a 
‘business recession of unpredictable duration—industries 
and companies which, favored 
by one circumstance or another, 





that some dividends may be at 
least partially reinstated later 
this year, this is at best a specu- 
lative possibility. At the begin- 
ning of the second quarter the 
prospect appears definitely to 
carry the threat of substantially 
lower dividends this year. 
Forewarned, investors deriv- 
ing an important proportion of 
essential income from common 
stocks may still forearm them- 
selves against a possible and 
perhaps embarrassing drop in 
current income. The extent to 
which a loss of income may be 
mitigated will depend upon the 
type of common stocks held. 


ness skies clear. 


Not all issues which were hailed as de- 
pression proof in 1930 and ‘3! have stood 
the fire of subsequent years. 
would hail the utilities or the dairy com- 
panies as the ideal investment vehicles 
today. On the other hand some companies 
have met the test of the past seven or 
eight years in such manner as to entitle 
them to consideration in any portfolio 
where income is the first consideration. 
Come what may one can rely on them to 
pay something and to recover when busi- 


seem likely to maintain relative- 
ly good earnings and uninter- 
rupted dividends. 

As a practical matter, there 
are no depression-proof common 
stocks. In a bear market all 
stocks, even those with rela- 
tively good earnings, decline. In 
this discussion, however, the 
emphasis is placed on security 
and continuity of income. with 
a view to selecting a group of 
issues of companies which, on 
the basis of their previous ex- 
perience under adverse condi- 
tions, may be reasonably ex- 
pected to fare  earningswise 
relatively better than the aver- 


Nobody 





About two years ago, many 
investors were led by the cumu- 
lative evidence of expanding business activity to alter 
their holdings to include a sizable proportion of issues 
representative of companies and industries which ap- 
peared to have the most to gain from that point on in 
the business cycle. Typical of such issues were those 
of leading companies identified with such industries as 
steel, machinery, railway equipment, electrical equip- 
ment, building and others usually classified as the 
“prince and pauper” type. These industries and their 
leading corporate components may be expected to record 
the greatest degree of activity and largest profits during 
the upper stages of a business cycle. By nature, on the 
other hand, they are the most vulnerable when clouds 
appear on the general business horizon, for the purchase 
of their products is rarely urgent and for the most part 
«an be postponed, unless confidence in the future is 
better founded. 

It was not that investors were at fauit in their reason- 
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age in the months ahead. Many 
changes have been wrought and new factors introduced 
since it was last necessary to evaluate stock issues on 
the basis of their probable resistance to depression inz, 
fluences. As a result, numerous of the issues which 
showed up to advantage in 1931-32 can no longer be 
relied upon as depression-resistant stocks because the 
current business recession will be superimposed on other 
adverse conditions. 

Typical of this latter group are the shares of the lead- 
ing cigarette manufacturers. The three ranking com- 
panies, American Tobacco, Liggett & Myers and R. J. 
Reynolds, as a group caa boast of an outstanding record 
in the matter of sustained dividends. American To- 
bacco has paid dividends without interruption since 
1905, Liggett & Myers since 1912 and R. J. Reynolds 
since 1913. Certainly on the basis of this record the 
shares of these companies should invite well-merited 
confidence at a time like this. Moreover, it is difficult 
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to envisage later developments so adverse that any of 
these companies would be compelled to omit dividends 
entirely. But cognizance must be taken of the fact that 
recent earnings of this group have reflected unfavorably 
the increasingly heavier burden of higher tobacco costs 
and increased taxes. All of them have lost some com- 
petitive ground, the uptrend in consumption is tapering 
off and the hovering competitive threat of 10-cent brands 
places them at a disadvantage so far as raising prices is 
concerned. The Big Three cigarette companies wili 
undoubtedly continue to pay dividends, but the possi- 
bility of rates lower than 1937 is a live one. The snuff 
division of the tobacco industry appears to be best 
situated from the standpoint of sustained earnings. The 
three leading companies, American Snuff, United States 
Tobacco and George W. Helme Co., have paid and 
earned their dividends in each of the past six years. The 
marked degree of stability which has characterized the 
earnings of these companies, in good times and bad, is 
unlikely to be marred in the months ahead and their 
shares are logical candidates as mediums for sustained 
income. 

The food industry, favored by only slight variation in 
the tonnage consumption of food products between de- 
pression and boom years, would be expected to afford 
numerous opportunities for the investor seeking income. 
As a matter of fact, however, earnings of food processors 
show a much greater degree of variation than does con- 
sumption and the investor cannot safely assume that 
because a company sells food products that earnings will 
not be vulnerable to a general business recession. Shares 
of meat packing companies should be avoided. Profit 
margins in this group are very slim, and may be wiped 
out by inventory losses or a slump in volume. Some of 
the companies marketing nationally advertised brands 
of food products may be adversely affected by the in- 
creasing competitive adv: xtage likely to be gained by 
lesser known and private vrands which sell at a lower 
price. General Foods, Standard Brands, Hecker Prod- 
ucts and California Packing would probably fall in this 
category. Beech-Nut Packing, also a large processor of 





Suggested on the Basis of Record 


6-Year 


Average 6-Year Dividends 
Earnings verage aid Recent 
Company Per Share Dividends 1937 Price 
ae $3.59 $3.25 $3.25 47 
Beech-Nut Packing............... 4.82 4.45 6.00 95 
American Chicle............... ; 5.54 4.37 7.00 89 
General Mills 3.93» 3.00 3.00 51 
Cream of Wheat 2.20 2.16 2.00 23 
Mead Johnson 6.78 4.71 7.00 91 
eee 4.75 4.37 4.75 45 
George W. Helme........ 6.97 7.00 7.00 83 
F. W. Woolworth......... 3.08 2.40 2.40 39 
J.C, Penney........ pee 5.55 3.86 5.50 59 
Monsanto Chemical a 3.80 2.06 3.00 72 
San 3.24 1.007 1.00* 46 
U. S. Tobacco. — et 7.56(b) 7.29(b) 8.25(b) 30 
ee vie 3.56 2.65 4.50 108 
Diamond Match 1.72 1.28 1.00 22 
Eastman Kodak 4 5.58 5.32 7.50 130 
United Fruit............ - 3.64 « 3.08 4.00 53 
Hazel-Atlas Glass ae 6.15 5.49 6.56 80 
Procter & Gamble 2.26 2.00 2.75 42 
Sterling Products 4.99 3.98(a) 4.20 53 





*—Plus 8% in stock. +—Plus stock (a)—4-year average. (b)—Old stock. 
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nationally advertised food products, on the other hand, 
benefits through the stabilizing influence contributed by 
the heavy sales volume of chewing gum and chicle prod- 
ucts. The company has an unbroken dividend record 
dating back to 1902. Earnings have averaged $4.82 a 
share over the past six years and dividend payments 
have averaged $4.45 a share. It may properly be termed 
a “depression-resisting” issue. 

Two other leading manufacturers of chewmg gum— 
American Chicle and Wm. Wrigley, Jr.—likewise have 
shown marked stability of earnings. The latter has the 
longest record of uninterrupted dividend payments, dat- 
ing back to 1913, whereas dividends by American Chicle 
have been paid continuously since 1926. Average earn- 
ings of American Chicle for the past six years have been 
equal to $5.54 a share and for the same period dividends 
have averaged $4.37 annually. Wrigley’s earnings have 
averaged $4 and dividends $3.62 a share annually. As 
between the two issues, choice would probably favor 
American Chicle, on the strength of the company’s more 
convincing earnings record over the past several years. 
Both companies, however, seem likely to classify as 
depression-resistant. 

Reverting again to the food industry, there is a group 
of companies which appear to be favored by various 
special circumstances, more or less the property of the 
particular company. General Mills, the nation’s leading 
flour miller, has paid dividends at the annual rate of $3 
a share since 1928 and over the past five years earnings 
have averaged $3.93 a share. Both the company’s earn- 
ings and dividend record stand out by comparison with 
its nearest competitor, Pillsbury Flour, not so much that 
the latter has had a poor record as that General Mills’ 
showing was markedly better. General Mills, also, has 
given a better account of itself under all conditions than 
have the leading baking companies. Even the cracker 
bakers such as Loose-Wiles and National Biscuit, which 
until recent years had enviable records of sustained 
earnings, have reported diminishing earnings, as profit 
margins were pared by increasing competition. The two 
leading dairy companies, National Dairy Products and 
Borden, both of which displayed notable resistance to 
the last depression, have suffered as a result of unfavor- 
able conditions in the fluid milk division and it has not 
been possible for these companies to adequately offset 
higher operating costs and taxes. 

Cream of Wheat Co., manufacturing only a single 
product, a nationally advertised breakfast food, has paid 
dividends at the rate of 50 cents quarterly since 1929 
and in every year except 1934 and 1937 extras have also 
been disbursed. Earnings have ranged from a high 
equal to $3.11 a share to a low of $1.99 a share. Last 
year net was equal to $2 a share. This year the com- 
pany will have the benefit of lower wheat prices and, 
with the assurance afforded by a strong financial posi- 
tion, the shares may be rated a dependable income- 
producing medium. Another specialty food company, 
Mead, Johnson & Co., manufacturing prepared foods for 
infants and children, has also had an exceptional record 
of earnings and dividends. Throughout the past six 
years per-share earnings have averaged $6.78 annually; 
dividends were not less than $3 a share, and in most 
years sizable extras were paid. (Please turn to page 865) 
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The Personal Service Department of Tue MaGazine or WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thous + of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Radiator & Standard 
Sanitary Corp. 

I own some 200 shares of American Radia- 
tor I bought when there was much talk of a 
building boom. Frankly, I am now doubtful 
about any broad expansion in construction. 
Therefore, as a new subscriber, I am writing 
for your advice—E. T., Albany, N. Y. 


For the year ended December 31, 
1937, American Radiator & Standard 
Sanitary Corp. reported earnings on 
their common stock of 68 cents per 
share. This compares with earnings 
of 70 cents per common share regis- 
tered during 1936. The early half of 
1937 saw building construction at its 
peak and led us to believe that 
American Radiator would register 
earnings for the full year of 1937 
substantially ahead of those of 1936. 
However, the building boom petered 
out and earnings were affected ad- 
versely. Now, with the government- 
sponsorship of low cost housing, we 
ar> looking to a revival of some de- 
gree in the building industry. Amer- 
ican Radiator, as the leading manu- 
facturer of a broad list of heating 
appliances and plumbing goods, 
especially adapted to residential 
needs, should benefit materially from 
any sustained program. Naturally, 
the industry will be restricted by the 
current recession which we are ex- 
periencing, but over the longer term 
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earnings should be able to show at 
least moderate gains. During 1937 
gross sales increased 17.4%, but 
higher costs restricted profits, thus 
bringing per share earnings down 
below 1936. It was still ample, how- 
ever, to cover the dividend rate of 
60 cents per share paid during the 
year 1937. 

While we do not look for any sharp 
uptrend in « :nings we do believe 
that they will be satisfactory enough 
to justify continuation of the pres- 
ent dividend rate. The company is 
conservatively capitalized for a com- 
pany of its size, having approxi- 
mately $11,500,000 in funded indebt- 
edness and $10,500,000 in preferred 
stock, ahead of the 10,045,000 shares 
of no par common. Indications 
point to at least a minor pickup 
over early future months from pres- 
ent depressed levels and this leads 
us to feel that the stock is suitably 
situated for an advance in the mar- 
ket from present depressed levels. 
As soon as it becomes reasonably 
certain that the building industry as 


a whole is in for a pickup, the shares 
of American Radiator should move 
to hig: er levels. Therefore, we can 
counsel retention on a possible price 
ap} veciation basis. 


Cliver Farm Equipment Co. 

I am holding 100 shares of Cliver Farm 
LUquipment for which I paid 35%. Although 
farm equipment should begin to rise season- 
ally at around this time, I would like to know 
what to expect in view of the adverse factors 
operating today.—B. N., Washington, D. C. 

During 1937 sales of Oliver Farm 
Equipment Co. rose 39% to $26,- 
200,000. This enabled the compaiuy 
to register a profit on their common 
stock of $6.44 per share, against 
$4.24 a share a year earlier. Larger 
purchasing power of the farmer will 
undoubtedly aid profits over the 
near term. The company has a back- 
log of orders which has enabled them 
to continue at a good rate of capac- 
ity so far this year. However, it is 
indicated that for the full year 
profits will be slightly less than those 
registered last year. Of course, quite 
a bit depends upon growing condi- 
tions, crop yields, and farm product 
prices, which we cannot determine 
this early in the year. Indications 
are, however, that these factors will 
be satisfactory. 

Oliver is simply capitalized, hav- 
ing only 339,196 no par shares of 
common stock and scrip outstand- 
ing, including 1,561 shares reserved 
for conversion of conditional rights 
certificates. Recently the company 
sold 68,018 shares at $45 a share to 
discharge bank loans of $2,222,308. 
The balance of the fund was added 
to working capital. These bank 
loans have tended to restrict divi- 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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dend payments and we find, after 
observing the company’s record, that 
they have never paid any dividends 
on the common issue. Furthermore, 
it is illogical to assume that any divi- 
dends will be paid during the near 
future, due to the fact that the com- 
pany has $6,600,000 in bank loans, 
falling due this November, which 
must be liquidated before it is per- 
missible to pay dividends. At the 
close of the year the company 
showed a good financial position, 
total current assets being compared 
to total current liabilities at the 
ratio of approximately 3 to 1. At 
the same date cash was reported at 
$3,285,656 or approximately 100% 
greater than a year previous. This 
may be attributed to the fact that 
cash payments represented 85% of 
sales, and the collections during the 
year were much more favorable. It 
must be sdmitted that the shares of 
Oliver Farm are definitely specu- 
lative. However, the stock embodies 
elements which under more _propi- 
tious market conditions would en- 
title them to worthwhile recovery 
from current levels. Therefore, on a 
price enhancement basis we can sug- 
gest continued retention of your 
holdings for higher levels of liquida- 
tion. 





Philip Morris & Co., Ltd. 


Ordinary fluctuations in Philip Morris give 
me little concern, especially when they occur 
in the range, but now when it has had a 
drop of ten points, from this year’s high, I 
would like your advice. Are earnings satis- 
factory? Are there any adverse develop 
ments?-—M. B., Daluth, Minn. 

It is estimated that for the fiscal 
year ending March 31, 1937, Philip 
Morris & Co., Ltd., will register earn- 
ings at approximately $10 per share. 
This would represent a substantial 
improvement over the $6.88 actually 
earned during the fiscal year of 
1936. At the first of the new year 
the president of the concern stated 
that sales of this company during 
1937 were approximately 50% over 
1936, thus bearing out the conten- 
tion that earnings would be approxi- 
mately double those of a year ago. 
The company is very simply capi- 
talized, having no funded debt and 
only 519,139 shares of $10 par capi- 
tal stock outstanding. It is under- 
stood, however, that to raise addi- 
tional capital to pay off bank loans, 
that the company is contemplating 
the issuance of a preferred stock. 
No actual data concerning this is 
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available. however, and in view of 
present market conditions it is un- 
likely that the company will do so 
immediately. The simple capitaliza- 
tion now in force affords the stock- 
holder liberal participation in earn- 
ings by way of dividends. During 
the year of 1937, $6 per share was 
paid. Because of the fact that the 
company is favored with a high de- 
gree of consumer stability, char- 
acteristic of a popular cigarette, 
sales and earnings are likely to be 
less sensitive to any recession in 
general business. This lends an 
optimistic note to future opera- 
tions and should enable the com- 
pany to show progress in net in- 
come which has been characteristic 
since 1924. The $6.88 registered in 
1936 was an all-time high and 1937 
earnings will surpass this even fur- 
ther. In view of the extreme stabil- 
ity characteristic of this industry, 
Philip Morris’ leading position in the 
field, anticipation of continued good 
volume sales during 1938, the in- 
crease in the company’s manufactur- 
ing facilities and the aggressive and 
skilful management of the company, 
we are inclined to take a constructive 
attitude toward the shares of Philip 
Morris, even in face of the sharp de- 
cline which they have registered. 
Therefore, where one is_ primarily 
interested in income, we can see no 
need to disturb holdings at current 
depressed levels. 





Electric Storage Battery Co. 

Would you care to comment on the possi- 
bilities in Electric Storage Battery at this 
time? My first thought is its soundness as 
an income producer, in the face of the poor 
outlook for the motors. Anything you can 
tell me will be welcomed—J. G. S., Pasa- 
dena, Calif. 

Even in the worst depression 
years profits were recorded by Elec- 
tric Storage Battery Co. and divi- 
dends have always been paid on the 
common shares. Therefore, even in 
face of the depressed outlook for the 
automobile industry, the stockhold- 
ers of Electric Storage Battery will 
probably continue to enjoy liberal 
disbursements in the form of divi- 
dends. For the year ended Decem- 
ber 31, 1937, earnings on the pre- 
ferred and common stock combined 
amounted to $2.32, against $2.86 a 
year earlier. While the automotive 
industrv normally absorbs over half 
of the company’s output, diversifica- 
tion has been accomplished by con- 
tinually increasing the adaptability 





of the company’s products. A con- 
tinuation of this policy should en- 


able the company to lessen its 
dependence upon the automobile in- 
dustry over the longer term. Never- 
theless. the sharp decrease in auto- 
mobile production will naturally 
hurt earnings, although the demand 
for replacement for batteries is ex- 
pected to offset this somewhat. Due 
to the large amount of unfilled orders 
on the company’s books at the be- 
ginning of the year, it is anticipated 
that the first quarter earnings will 
approximate those of last year. How- 
ever, new orders are not coming in 
as satisfactorily as last year, and this 
will probably tend to lower full year 
earnings, unless a sharp reversal in 
the present trade recession is experi- 
enced. During the year of 1937 the 
company paid out $2.50 per share 
in the way of dividends to the com- 
mon stockholder. There is no fund- 
ed debt and only 1,256 shares of 1% 
par $25 in preferred and 906,554 
shares of common are outstanding. 
It must be noted here, however, that 
the competition in the replacement 
field has become increasingly keen 
due to mail-order houses and chain 
accessory stores selling batteries. It 
is believed, however, that Electric 
Storage Battery will be able to meet 
this competition through the well- 
established trade name of the Exide 
and Willard brands of batteries. 
These batteries are accepted by sev- 
eral leading automobile manufac- 
turers as standard equipment on 
their autos. In view of the excellent 
earnings record over a period of 
years, the extremely capable man- 
agement of the company and the 
fairly satisfactory outlook for future 
earnings, we are inclined to suggest 
continued retention of these shares 
on an income basis and also for pos- 
sible appreciation from current low 
levels. 


New Jersey Zinc Co. 


I bought 100 shares of New Jersey Zinc 
at 70%, less than a point above the 1936 
low of ‘)%. Now I am wondering if this 
comps y should benefit greatly in general 
market improvement, and how it stands to 
benefit by armament orders?—P. F. D., New 
York, N.Y. 

Through the production of me- 
tallic zine and semi-finished zinc 
products used largely in_ brass- 
making and die-casting, New Jersey 
Zine Co. would stand to participate 

(Please turn to page 860) 
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The advance in our Business Activity Index 
for five consecutive weeks suffices to show that 
the worst of this depression is over for the time 
being at least; but the industrial trend is still 
decidedly mixed and it is as yet somewhat 
early to discern whether or not the recent slump 
in stocks and railroad bonds is to be followed 
later by another set-back in industrial output. 
Among the leading industries which enter into 
our Business Activity Index steel, lumber and 
carloadings have for five weeks been report- 
ing better than normal seasonal improvement; 
but unwieldy inventories appear to preclude 
early recovery in the textile and automobile in- 
dustries. Over-stocking of fuel by the utilities 
is alse holding down coal production and hence 
carloadings, 

New financing to find funds for capital ex- 
penditures is practically at a standstill, and 
Government programs to help finance the 
smaller business concerns can make only a <mall 
dent in the log jam. Unfortunately, the stream 
of new capital which normally flows from life 
insurance companies is at present being 
throttled down by expanding policy loans, 
lapsed premium payments and declining new 
business. There is no particular cause for dis- 
couragement, however, in the present dearth 
of new capital; since expansion in capital 
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HIGHLIGHTS 


INDUSTRY — Industrial activity ex- 
pands slowly for fifth consecutive 
week under leadership of steel, 
lumber and carloadings; but per- 
manence of improvement doubtful. 








TRADE — Widening decline in retail 
sales below last year in industrial 
centers. Rural trade recedes less. 





COMMODITIES—Trouble in Europe, 
depression here, weaken staple com- 
modity prices. 





MONEY AND CREDIT — Govern- 
ment plans financial aid through 
RFC to municipalities and private 
business. Bank credit continues to 
contract. 










SUPPLY & DEMAND 


(Production and Consumption) 
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Latest Previous Last ; 
Date Month Month ie PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (6) - 
|. RE ROR saan a se n. 94.6 96.0 107.6 : AT 
“SR A aS Fab. 11.7 72.6 105.3 ecermupdeora shaded: 
Canada. areca Nie Ren e.0'9' 9b 9"S00 9 a Jan. 96.6 196.3 101 4 investment usually accompanies or follows after, 
United Kingdom............... Feb. 117.2 118.3 116.7 | and seldom precedes, a recovery in general busi- 
WORE caG a oie reek oS celine Jan. 77.2 80.3 79.5 ness activity. 
EE SES Rn eae a Pe Jan 124.9 122.9 115.1 ae Re 
WHOLESALE PRICES (h)....... Feb. 79.8 80.9 86.3 National Income Paid Out during Feb- 
ruary, according to the Department of Com- 
COST OF LIVING (d) merce, was less than 6% below February of 1937 
UN MR es dik oo bo aes Feb. 86.7 87.5 87.2 though payrolls declined 7%. Industrial em- 
TERRES Og Re eens Feb. 80.1 82.0 86.3 ployment decreased by only 100,000 during 
WUOMBION oss os ie Ries oe gS Feb. 87.8 88.2 82.8 February, against the sharp drop of 1,400,000 in 
oS EE Re eee eae Feb. 76.0 76.7 75.0 January. Farm income in February declined 
Fuel and Light................ Feb. 86.3 86.3 86.5 13% from the like month of 1937, compared with 
MND Fit a, ob vives ows os 3 Feb. 97.5 97.6 96.1 a two months’ recession of 10%. 
Purchasing value of dollar. ..... Feb 115.3 114.3 114.7 ek a 
NATIONAL INCOME (cm) {...| Feb $4,850 $5,279 $5,131 : ss 
Based upon the latest available data, price de- 
CASH FARM INCOME; be : 
Farm Marketing............... Feb £456 $603 $505 — mag he past — vege. :; 
Including Gov't Payments... ... Feb. 487 620 557 amounted to 3 mn FAW HESTON, m 
Prices Received bi fanses (ee)..| Feb. 97 102 127 wholesale prices, 2.6% in retail prices, and 
Prices Paid by Farmers (ee)... .. Feb. 126 126 132 0.6% in the cost of living. Rents are up 6%; 
Ratio: Prices Received to Prices but food is down 7%. Generally speaking, 
Ne ee ea Feb. 71 81 96 merchandise sales in rural areas are holding up 
¢ better than in the more populous industrial 
ACTORY EMPLOYMENT (f) centers. In the New York Federal reserve dis- 
F Sa Se RE eae Feb. 73.8 15.9 88.4 trict, department store sales diring the week 
Non-durable goods........... Feb. 91.8 89.6 101.5 | ended March 19 were 14% lower than for the 
corresponding week of last year, compared with 
FACTORY PAYROLLS (f)...... Feb. 73.5 71.6 95.8 | @fourv-sek’sdecrease of only 11%; but compari- 
(not adjusted) sons from now on will be less unfavorable, owing 
to the later Easter this year. Department store 
RETAIL TRADE inventories at ime end of February averaged 7% 
Department Store Sales (f)....... Feb. 88 90 95 lower than a yea” earlier; but forward ordering by 
Chain Store Sales (g)........... Feb. 106.6 106.7 110.0 manufacturers an<i distributors is at the lowest ebb 
Variety Store Sales (g).......... Feb. 110.0 109.0 113.6 | in oe Merch inmee exports in February were 
<y  SeSE NE aa 5 1. 59.9 13% ahead of February, 1937, against a two 
Malt Onder Selest se ciated det : months’ increase of 21%; imports dropped 41%, 
RETAIL PRICES (s).as of ........ Mar.1~ 91.2 92.4 93.7 | against 36% for two months; while the excess of 
exports over imports during January and February 
FOREIGN TRADE : ‘ came to 218 millions, against 202 millions iast 
Merchandise Importst.......... Feb $163.0 170.7 277.7 year. 
Cumuiative year's totalf........ Soong a FTaRp Ba 2 TEIN aco PA 
yu i a Feb 262.7 $289.4 933.1 
4 DR i Bd St eae  ear Carloadings are currently averaging about 
Cumulative vear's iotalf..... ote 552.2 : 458.9 SE Gala hast ves, bat Weald eaveacan tn Fels 
RAILROAD EARNINGS ruary were off 25%, while N. O. I. slumped 
Total Operating Revenues*..... Feb. $251,174 $279,259 $321,960 104%. Nevertheless, car loadings in February 
Total Oper. Expenditures*...... Feb 215,487 232,710 244,154 held up twice as well as truck loadings, which 
BE CE Suns «ade ...| Feb 27,451 28,813 28,450 dropped 18%. The Government is speeding 
Net Rwy. Operating 'ncome*...| Feb 2,136(d) 6,920 38,792 plans to alleviate the railroad crisis, and it is incon- 
Operating Ratio %............ Feb 85.79% 83.33% 75.83%] ceivable that the financial outlook for the ma- 
Rate of Retum %.............. Feb Def. 0.49 ¥ 9.46 jority of carriers should prove to be as dark as is 
now painted by near panic prices for rail secur- 
BUILDING Contract Awards (k) ities. AA measure of immediate help will come 
Totalf. ween teen ener eee ee eens Feb $119.0 $195.5 $188.3 from the 5% increase in freight rates, which has just 
BREE i mene ae Feb. 40.0 36.2 63.0 gone into effect. 
Public Works and Utilityt....... Feb. 30.5 101.8 59.6 Bee same di 
Non-Residentialf.............. og 48.5 57.5 65.6 
Publicly Financedt............ eb. 51.1 120.9 69.4 Buildin “eae ; 
: r. g permits in February, exclusive of 
Privately Financedf............ Feb. 67.9 74.6 118.9 New York City, were 28% ahead of January; 
Building Permits (c) but 9% below last year. Including New York 
DONMINONN 62). 3. coe Feb $48.0 $40.9 $55.2 | City, permits in February were 44% under Jan- 
New York Cityt............... Feb. 6.1 106.0 30.6 | wary; but only 24% below last year. For two 
RIE Gitah kk ces Vese .: Feb. 54.1 146.9 85.8 months there was an increase of 20% for all cities; 
- - but a decrease of 14% outside New York City. 
Engineering Contracts (En){.... . Feb $210.8 $190.2 $189.2 one supply company officials report a yet 
able increase in inquiries as a result of FH A 
“Sex ten) 191 eg wi tee Ae 243.4 ae aS Phesc esennea 
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Year 
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PRESENT POSITION AND OUTLOOK 




















eee: Sp) Sees 





STEEL 
Ingot Production in tons*.......| Feb. 1,703 1,732 4,725 
Pig Iron Production in tons*....} Feb. 1,298 1,429 3,212 
Shipments, U. S. Steel in tons*..| Feb. 474.7 518.3 1,133.7 
AUTOMOBILES 
Factory Sales 
United States (all types).........] Feb. 186,806 210,120 364,193 
Total (2 mos.) 1937 Sa eg a 743,796 
Retail Sales 
Passenger Cars U.S. (p)........ Feb. 120,000 149,000 214,973 


32,000 41,815 











INVENTORIES (f) 























Manufactured Goods........... Feb. 123 122 110 
Raw Materials................- Feb. 182 192 127 
Dept. Store Stocks............. Feb. 70 71 16 
LIQUOR (Whisky) 
Production, Gals.*.............. Feb. 10,254 11,637 12,840 
Withdrawn, Gals.*.............. Feb. 4,383 4,220 5,779 
Stocks, Gals.* as of.............. Feb.29 464,596 459,247 394,900 
GENERAL 
Machine Tool Orders (n)......... Feb. 75.7 118.4 165.2 
Railway Equipment Orders 
LUNOEIIVIS 555 5 v's oleh siege sys Feb. 109 25 10,532 
PUNUERND 6.255 ch cob 2s cae bos Feb. 17 9 33 
IRD oss Sais shaw Ghoen swe Feb. 2,890 GINO oiekis <haie 
Cigarette Productiont............ Feb. 11,492 13.058 12,328 
Bituminous Coal Production* (tons).| Feb. 27,000 30,880 42,110 
Portland Cement Shipments*...... Feb. 4,575 4,390 5,160 
COMMERCIAL FAILURES (c)..| Fev. 1,071 932 721 








Retail sales of motor cars are beginning to pick 
up some, though at less than the normal seasonal 


rate. Current production, at little more than half 
of last year's volume, is somewhat under dealer 
sales, thereby permitting gradual liquidation of 
new car inventories. Government reports fo 
February show that, while factory sales were 49% 
below the like month of 1937, dealer sales (allow- 
ing for the higher prices this year) declined only 
43%. Dealers are working on a plan to junk 
old used cars taken on trade-ins. 





* * * 


New freight cars on order March 1, totaled 
only 5,568 against 42,212 a year earlier; while 
new steam locomotives on order numbered 
only 101 against 375. Freight cars installed dur- 
ing January and February came to only 3,478 
against 6,135 last year; but 29 new steam loco- 
motives were installed during the first two months 
against only 22 last year. 


* * * 


Cigarette production in February was 6.6% 
below the like month of 1937, against a two 
months’ recession of only 4.7%. While labor is 
not an important element of costs, somewhat lower 
sales and higher leaf prices combine with threats 
by local and state governments here and there to 
levy additional emergency taxes to mar the profit 
outlook. 











WEEKLY INDICATORS 





































































a a | PRESENT POSITION AND OUTLOOK 
ELECTRIC POWER OUTPUT yy - 
Ge cc Seeds cetanwecy en Mar.26 1,975 2,018 2,200 The decline in electric power output below 
last year has widened to 10%, owing mainly 
TRANSPORTATION to a sharp drop in industrial demand throughout 
Carloadings, total................ Mar. 26 572,952 540,332 756,416 New England, Central industrial and Rocky 
to ce cos dnea tes Mar.26 37,898 30,452 —- 27,779 _| Mountain States. Ags 
— oon fake cic daln wiewenten wie Mar. 26 85,518 92,248 183,298 
MT UMIIUNS. 3.5.6.0 sunrises os ee Mar. 26 27,501 26,443 38,012 , rae i 
Manufacturing & Miscellaneous....| Mar. 26 255,967 290,949 314,082 —— sagem pe ee 
LC. L. Mebe..........+-0-+0 Mar. 26 152,800 150,821 170,403 of the lewdl where some of the more hee 
: situated companies can break even, is among the 
io ty coe (m) ogee 93.95 93.95 93.95 brighter spots in a generally rather dark industrial 
Se tet tu). ..2....... KA nf 99 13, 17 13.5 4 91 99 picture. Most of the improvement, however, 
Finiche / pt Hag" (m) rat ee) ee eee 99 9 605 9 605 2.605 5 _ peers 48 — of ipa = 
Rh ea I RNA Say f 3 " , and ‘nay be prompted in part by war and inflation 
| fears. = The fact that scrap prices are still inclined 
ape easy ea A to be soft tends to cast some doubt upon the per- 
% of Capacity (m)......-.-.+-.. pr. 2 35.5 34.0 90.0 manence of the present upturn. 
CAPITAL GOODS ACTIVITY * 
RS IA Nels Cp ght Mar. 26 53.5 53.9 90.3 
a Petroleum. A seasonal increase in consump- 
PETROLEUM tion has at last combined with moderate curtail- 
Average Daily Production bbls.*..| Mar. 26 3,406 3,434 3,431 | ment of refining operations to halt the rise in gaso- 
Crude Runs to Stills Avge. bbls.*..) Mar. 26 3,080 3,080 3,045 | line inventories, though crude output has again 
Total Gasoline Stocks bbls.*...... Mar.26 92,858 93,192 81,129 | begun to expand unhealthily. While expropria- 
Gas and Fuel Oil Stocks bbls.*....| Mar. 26 122,969 122,067 95,743 tion of American-owned oil properties in Mexico 
Crude—Mid-Cont. $ per bbl....... Apr. 2 1.27 1.27 1.27 is rather hard on the parent companies directly 
Crude—Pennsylvania $ per bbl....| Apr. 2 1.75 1.75 2.20 affected, the maximum ultimate loss is estimated at 
Gasoline—Refinery $ per gal...... Apr.2 .061%%-%, .0614-% .06Y| only $205,000,000 less indemnities. 

















t—Millions. 








estimates of income paid out. 





*—Thousands. 


(d)—Nat. Ind. Conf. Bd. 1923—100. 


14—100. (f)}—1923-25—100. (g)—Chain Store Age 1929-31—7100. 
Age. 


Estimate. 


(n}—1926—100. (p)—R. L. Polk & Co.'s Estimate. 
(En)—Engineering News Record. 





(a}—Estimated. (b)—Annalist Index 1928—100. (c}—Dun & Bradstreet's. 
(e}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909- 
(h)—U.S.B.L.S. 1926—100. .(k}—F. W. Dodge Corp. (m)—lron 
(s)—Fairchild Index, Dec. 1930—100. (w)—Ward's 


(pl)—Preliminary. 














(cm)—Dept. of Commerce 
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Trend of Commodities 


The acute weakness in the securities markets explains the no support from buyers and such demand as has materialized 
sharp decline in commodity prices—both and future. has been impelled by day-to-day requirements rather than 
There have been occasions in the past n commodity urgent necessity. For the most part, the inventory situation 
tf have fluctuated independently of the stock market continues to improve, stocks in many lines have been dras- 

in the present circumstances, both commodities and tically depleted, but buying continues cautious awaiting 
securties are subject to the depressing influence of an un- clearer business skies. A rally in stock prices would probably 
certain husiness prospect. Commodities have had little or promote a technical recovery in commodity prices. 























(M.W.S. INDEX 1993-25-100) 


WHOLESALE PRICES 


{LONG TERM TREND) 


(U.S. DEPT, OF LABOR’S 784 COMMODITIES INDEX 19.16 = 100) 





(Si I nag ear ete 4 oom ie | RSS EE NORGE a sean Sar pare 96.0 down 0.1 

OS ee eee | wn O. Building material..................... 90.7 down 0.1 
| cao eager aa aa i” 78.1 downs 
Fuel and Lighting.................... 78.1 down 0.2 Housefurishings..................... HOG no change 


















































Latest Previous Net 
Date Wh: or Mo, ‘Wk: oro. Chenee PRESENT POSITION AND OUTLOOK 
COTTON Cotton—Prices have held well by comparison 
Price cents per pound, closing with many other commodities, notwithstanding 
ETE REALE SERIE I Oe Ee April 2 8.66 8.72 —.06 the heavy weight of bearish factors. The explana- 
ST ROR wil aot oc Carita ae at ae April 2 8.74 8.79 —.05 tion doubtless lies in the government loan pro- 
EG a ar April 2 8.72 8.78 —.06 gram which has been extended to July 1. Ex- 
(In bales 000s) ports continue to decline, being adversely affected 
Visible Supply, World........... April 1 9,025 6,787(d) +2,238 by foreign business conditions and the competi- 
Takings, World, wk. end.......... April 1 336 348 —12 tion of cheaper foreign fibres. Demand by the 
Total Takings, season to........... April 113,012 16,120(d) —3,108 domestic cotton goods trades is being held back 
Consumption, U.S............... Feb. 428 435 666(d)| by the disappointing volume of spring demand. 
Exports, wk. end.............--. April 1. 74,161 71,951 +2,210 The current crop acreage will be smaller this year 
Total Exports, season to........-.. April 1 4,725 4,428(d) +297 but plantings are likely to be intensified. 
Government Crop Report (final)....| 1937 18,934 12,398(d) +6,636 ee 
Active Spindles (000’s)........ | Feb. 22,357 24,536(d) —2,179 Wheat—With traders attempting to reconcile 
sabre-rattling abroad and a brisk export demand 
WHEAT with the bearish implications of a record crop this 
Price $ per bu. Chi. closing year, price opinions have blown hot and cold. 
OR ELEEES SIS ape ee April 2 8434 8534 —1¥g | While estimates at this time are premature and risk 
akon Ms hig inisic ee ss April 2 801% 82, —1¥% | the possibility of considerable error, conditions 
Snot (INo. 2 Red c. i. f.) N. Y...| April 2 1.01% 1.0314 —1¥% | such as they are point to a substantial increase in 
Exports bu. (000's) wk. end....... Mar. 26 1,761 852(d) +909 supplies, both world and domestic. Recent esti- 
Visible Supply bu. (000's) as of ...| Mar. 26 50,999 33,235(d) +17,764 mates have placed the winter crop at about 
Gov't Crop Est. bu. (000's) final. ..| 1937 873,893  626,766(d) +47,297 700,000,000 bushels, the third largest on record. 
: aS a Government estimates are due April 10. Prices 
CORN likely to be generally lower. 
Price cents per bu. Chi. closing.... . * * 
Biss pes ce ess cass Stand April 2 61% 60% +% Corn—Prices conspicuously firm around the 
FERRIES pia Ga eae aera April 2 62 62% —V%e 60-cent level. Export demand a strong support- 
Spot (No. 2 Yellow, N. Y.)..... April 2 74g 74 +¥% ing factor. If world demand attains the level of 
Visible Supply (bu. 000's) as of...| Mar. 26 37,961 11,604(d) +26,357 | recent estimates, some 343,000,000 bushels, 
Gov't Crop Est. (bu. 000's) final...| Dec. 17 2,644,995 1,507,089%(d) +1,1 37,906) the United States will supply at least half. 
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Latest Previous Net 
Date Wk. orMo. Wk. or Mo. Change PRESENT POSITION AND OUTLOOK 
COPPER 
Price cents per Ib. Copper—Althoush Fp ae b 
SOMONE 5 o 5 oye ss ERE CS TSS April ? A x i a2 i ms 
lized faeeit April : page ga yay brisk, demand has not prevented price weakness. 
than Relisad Prod. Donientic Gans)....| Feb. 59,393 10,487 —11,094 The drop in London prices to 9.40 cents gave vise 
is 4 Tifaad Dal. Domenic (ont). ..| Feb. 27389 24,881 +2'508 to doubts as to how long the 10-cent domestic 
Jras- Refined Stocks, Domestic (tons)...| Feb. 326,244 299,133 +27,111 level would hold. Although there have been 
ting Mf | Refined Prod., World (tons)... Feb. 161,350 174,302 —12.959 no indications s'yet.that dosestic prices woahd 
ably | Refined Del, Word (ons). fc a ee eee | ee ea he screed 
E: fined Stocks, World (tons)... F n in the face of restricted demand. 
= jocks, World (tons) Feb 529,853 . 505,969 +23,884 The probability is that March sales ran under 
a itm pas levels of about 25,000 to 26,000 tons 
Price cents per Ib., N. Y......... April 2 39.0 41.0 —2.0 re 
World Visible Supplyt.......... Mar. 20,039 «18,355. +1,684 phaser ac Lee ae 
Straits Shipmentst............... Mar. 6,630 5,908 +729 Tin—Prices have recently dropped below 38 
U. S. Deliveriest............... Mar. 4,555 4,420 +135 cents, the lowest level since 1933. Although 
U.S. Visible Supplyt........... Mar. 31 4,458 5,116 —658 deliveries to the U. S. in March were only about 
eae half of what they were a year ago, indications are 
LEAD that the buyers have taken advantage of low prices 
Price cents per Ib., N. Y......... Arvil 2 4.50 4.50 Nene to enlarge inventories. Some recovery in prices 
U. S. Production (tons).......... Feb. 34,869 39,196  37,45i(d)|_ likely. 
U. S. Shipments (tons)........... Feb. 30,135 34,923 50,375(d) Wit aeeae 
Stocks (tons) U. S., as of......... Feb. 28 138,134 133,401 156,832(d) Lead—Alithough foreign prices have declined 
4 oderately, in sympathy with tin and copper. 
ZINC Ft re : : : 
. ; estic prices have continued firm. Demand is 
et ase per Me, Me Finns... April 2 4.64 4.60 +.04 dull, but exceptionally low stocks in consumers’ 
- >. Froduction (toms).......... Feb. 41,146 48,687 —7,541 hands a favorable factor. Prices should hold. 
U. S. Shipments (tons)........... Feb 21,549 24,931 —3,391 
Stocks (tons) U. S., as of ......... Feb. 108 88,532 +19,606 Pe aan 
— - Zinc—Demand remains dull, but with steel 
SILK operati i 
. perations being stepped up and automobile 
Price $ per Ib. Japan xx crack....| April 21.57-1.62 1.59-1.64 —,.02 assemblies increasing some improvement should 
Imports U. S. (bales). vtteee eee. Feb. 25,416 29,858 37,348(d)| shortly make an appearance. Industry worried 
3:5: Available Supplies......... Feb. 1 74,094 79,393 87,892(d)| over a possible reduction in tariff. 
U.S. Mill Takings (bales)........ Feb. 30,260 30,715 58,484(d) 
Visible Supply U. S. (bales) as of.| Feb. 28 43,834 48,678 49,408(d) Mirai) Senn 
—_—— Silk—Lowey prices reflect general weakness 
RAYON (Yarn) rather than any new developments. American 
Price cents per Ib............... April 2 54.0 54.0 Nose mill takings in March are estimated at about 
(ES SIREN ee cea one Feb. 493 372 +121 | 33,000 bales, a gain over February but sub- 
All Rayon—Month’s Supply... .. Mar. 1 2.8 95 +.3 | stantially under last year. Prices likely to con- 
a es GE Ge Nore 
tf) WOOL pete, 
Price cents per lb. Spot Tops..... April 2 82.0 82.0 None Rayon—March deliveries estimated at about 
3 4 Sis, S 8% over February. Some further improvement 
HIDES in demand anticipated and prices likely to hold. 
Price cents per Ib. (Lgt. Chic. Cows)} April 2 734-84 814-9 —I34-VYo | Os BR 
| eovate Stocks (000's) (b) as of...| Feb. 1 15,454 15,378 3h ee Hides—Prices characteristically follow th 
. ; — w the 
— (000's) (b) ey os. Jan. 1,399 1,275 +124 stock market. Shoe output and sales are holding 
up relatively well but stocks of hides are large. 
gy veep per Ib a 11% 124 Prices may weaken somewhat further. 
pig ihn & bee telihe area pri A, eT 
Te RE esi Feb. 43,930 42,135 43,289(d) GR AN: 
Consumption, U. © 7............ Feb. 23,868 29,429 51,887(d) Rubber—Disappointment over failure of the 
Stocks U. S. as of. . vents eee neces Feb. 28 288,883 269,078  195,080(d)| regulation committee to lower quotas resulted in a 
oe Production (000 ) Beene Feb. 2,212 2,743 5,246(d)| precipitous decline in prices to 10% cents, the 
oe Shipments (000 - Pete ere et Feb. 2,349 2,490 4,371(d) |} lowest level since the inauguration of the re- 
ire Inventory (000’s) as of....... Feb. 10,333 10,988 12,308(d) | striction program in 1934. Feeling that the 
— whole scheme may collapse has been prevalent. 
COFFEE This is doubtful. However, prices may continue 
Price cents per Ib. (c) under pressure until sentiment is aided by a turn 
May Delivery..............4. April 2 4.06 4.03 +.03. - |. for the better in consumprian. 
Imports (bast 000'),; ee eee s Feb. 1,284 1,095 +189 ea aa 
. S. Visible Supp agsO00's)..| Mar. 1 1,347 
ver ) sm : Lid vice Coffee—Prices hover around their record low 
SUGAR with slight prospect of recovery as large supplies 
Riss aiken ber Wb. continue to press on the market. 
. — mo; 3 May... 5: April 2 2.13 2.12 +.01 Oe ei Lae 
ew ougar j Sugar—Pressure is being brought to bear to 
Cuban Cc. 5. f.. bs ee 0 elke Be ple 40 April 2 2.10 2.07 +.03 effect a reduction in domestic quotas and the 
Duty free delivered........... April 2 3.00 2.97 +.03 j i 
‘ : ; ' nternational Sugar Council has scheduled a meet- 
Refined (Immediate Shipment)....| Apri! 2 4.50 4.65 —.15 : : ¢ : : 
te sie ; ing for April 27, foreshadowing an adjustment in 
U. S. Deliveries (000 s) Parner TAD re aes | Feb. 467.5 374.7 +92.8 world quotas Prices may firm in antici ation 
U. S. Stockst, as of (000's)....... | Feb. 28 1,587.9 — 1,486.2(d)_ +101.7 gus 
































(a)}—Expressed in % (1923-25—100). (c)}—Wholesale Rio No. 7 N. ¥Y. (d)—Year ago. 





t—Long tons. 
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Latest Previous Year 
Date Week Week Ago COMMENT 
goo pe 
INTEREST RATES With bank credit undergoing further contraction, 
Time Money (60-90 days)........ April 1 1%4% 1%% 1%% the past fortnight has brought little change in the 
Prime Commercial Paper.......... April 1 1% 1% 1@1%% money situation. Funds are available but bor- 
Call Money..........----0--055 April 1 1 1% 1% rowers appear more interested in liquidating 
Gileneen Rote, NLY.........-- April 1 1% 1% 1%% debts than they are in negotiating new obligations. 
CREDIT (millions of $) * * + 
Bank Clearings (outside N. Y.)..... Mar. 19 2,492 2,126 3,085 
Cumulative year's total to......... wae te: OS Ree oe 29,557 Cold water has been thrown on hopes that a 
Bank Clearings, N. Y¥..........--- Mar. 19 3,558 3,208 4,977 seasonal upturn in business would arrest the down- 
Cumulative year's total to......... ar. 19 338660 0 fia. 45,209 ward spiral of bank credit. The latest available 
F. R. Member Banks report of all Member Banks disclosed a decline 
Loans and Investments.......-.. Mar.23 20,912 21,144 22,560 of $232,000,000 in loans and investments. Of 
Commercial, Agr., Ind. Loans....} Mar. 23 4,306 Bee oe aa this amount, loans were off $84,000,000 and hold- 
Beaker: Loans... 3...>.... 025.5. Mar. 23 721 WOR Aaa. ings of direct government securities were off 
Invest. in U. S. Govts........... Mar. 23 7,876 8,089 8,696. $213,000,000, reflecting principally the redemp- 
Invest. in Govt. Gtd. Securities...} Mar. 23 1,166 1,164 1,205 tion of $300,000,000 of special tax date bills. 
SES EE ee Oe Mar. 23 3,065 3,002 3,312 Holdings of government guaranteed issues in- 
Demand Deposits.............. Mar. 23 14,301 14,335 15,336 creased $2,000,000 and other securities gained 
Time Deposits...............-.. Mar. 23 5,231 5,223 5,129 $63,000,000. Outstanding credit is now at the 
New York City Member Banks “4 lowest point since January, 1936. A later state- 
Total Loans and Invest.......... Mar. 30 7,576 7,584 8,524 ment of New York City Banks, forecasts a still 
Comm'l Ind. and Agr. j.oans....} Mar. 30 1,649 BIRR oS) Saowale further contraction in the credit of all Member 
Invest. U. S. Govts. dir. & gtd....| Mar. 30 3,263 3,280 3,627 Banks. Commercial, industrial and agricultural 
Demand Deposits.............. Mar. 30 6,100 5,966 6,525 loans declined $8,000,000 in the week ended 
Time Deposits. . Mar. 30 648 646 695 March 30, and a similar drop occurred ::: the total 
Federal Reserve Banks volume of credit, represented by loans and invest- 
Member Bank Reserve Balance...} Mar. 30 7,312 7,333 6,639 ments. A greater decline was prevented by the 
Money in Circulation. ......... Mar. 30 6,329 6,325 6,377 timely purchase of $35,000,000 New York City 
SUEIIINE. go galiSin c caked son's Mar. 30 12,794 12,781 11,574 revenue bills. Brokers loans, off $33,000,000, and 
Treasury Currency.............. Mar. 30 2,680 2,674 2,541 were the lowest since May, 1933. Last year 
Tema COM. ow. os nines soa Mar. 30 3,551 3,545 2,753 between May and October loans to business and 
Excess Reserves..........:.... Mar. 30 4,560 1,560 1,400 industry rose $300,000,000. That increase has 
now been entirely eliminated. 
Latest Last Year 
Month Month Ago EF oe, 
NEW FINANCING (millions of $) : 
ESSERE, A aE a Feb. $103.0 $49.3 $392.3 New Financing, in the final week of March, 
Oo SS eae Feb. 40.8 45.5 152.3 totaled $58,229,000, a sizeable upturn despite 
MIRE SoS as kw Feb. 62.2 3.8 240.0 the generally weak market conditions. “ More- 
0 ES ES RDI ee Feb. 251.0 200.2 200.5 over, there are encouraging signs that borrowers 
ASR ea SUAS GRR rap Feb. 200.2 200.2 200.5 will enter the market on a substantially larger 
Addition to Debt............. Feb. 50.5 None None scale over the next two months. 
POSITION OF FOREIGN BANKS 
Mar. 30, 1938 Mar. 31,1937 COMMENT 
BANK OF ENGLAND For the fiscal year which closed March 31, 
RES a £485,410,000 £473,837,000 Great Britain showed a deficit of only 
Pirie eeeNN So oe 17,767,000 52,246,000 £36,000,000 despite large scale rearmament 
Other Deposits................. 145,515,000 100,809,000 activities and total expenditures of £909,000,000. 
Bankers Accounts. ............ 108,132,000 62,347,000 Granted that the budget position has been aided 
Other Accounts............... 37,383,000 38,462.000 by the sustained level of revenues, Great Britain 
Government Securities............ 110,816,000 100,529,000 has nevertheless demonstrated remarkable ability 
Other Securities................. 28,923,000 30,023,000 to live within her means. Expenditures for the cur- 
Discount and Advances......... 8,702,000 7,139,000 rent fiscal year will be substantially greater, while 
SLE a eae 20,221,000 22,884,000 revenues may be less, suggesting the possibility 
I SS ee ae 41,824,000 46,809,000 of increased taxation. 
Com in Mullion. <0... 50000268. 327,234,000 314,646,000 ei 
BANK OF FRANCE Mar. 25, 1937 Mar. 26, 1937 It becomes increasingly evident that if France is 
Gold Holdings. . Saeoe eins Fr.55,906,000,000 _— Fr.57,358,000,000 to deal effectively with such major problems as 
Credit Balances Abroad. Fees cae 39,000,000 14,000,000 the labor situation, rising living costs, huge public 
French Commercial Bills Disc... . . . 11,150,000,000 8,056,000,000 debt and service charges and the growing need for 
ens UI PANE, cs a Ova boas 4 1,165,000,000 intensive armament preparations, that the various 
Advance Against Securities....... 3,627,000,000 3,697,000,000 political factions must resolve themselves into a 
Note Circulation................. 94,815,000,000 85,745,000,000 strong coalition government with sweeping powers. 
Credit Current Accounts.......... 24,392,000,000 18,381 ,000,000 Some concrete plan for meeting the situation will 
Temp. Advs. to State............. 36,673,000,000 20,065,000,000 probably be known by the time this is published. 
Gold on Hand to Sight Liabilities. . 46.81% 55.09% That it will be drastic is a foregone conclusion. 
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POSITION OF FOREIGN BANKS—Continued 





GERMAN REICHSBANK 


Reserve in Foreign Currency....... 
Bills of Exchange & Checks........ 


Notes in Circulation.............. 
Other Daily Matured Obligations... . 
Other Liabilities................. 
Proportion of Gold & Foreign. .... 

Currency to Note Circulation. ... 


Gold and Bullion................ 
Of Which Deposits Abroad..... 


SS SIE lala ae 
SNe PAMONED. Foo cis cts ES a de 


Mar. 31, 1938 
RM 70,700,000 


ee 


ee ee ee 


Mar. 31, 1937 
67,600,000 
"5,700,000 
5,101,500,000 





BANK OF CANADA 

Reserve Gold, Coin & Bullion... .. 
NE RR pipes > eae 
Reserve in Sterl. & U.S. Dollars... . 
NS Ee ERED NTE aE 
Dom. & Prov. Govt. Short Term 

PIS go Schoo ko cae sae 
Other Dom. & Prov. Securities... . 
Other Securities................. 
Pate CICUIBHION «5. 6.5 oc beac ceo 
Deposits—Dom. Govt............ 
Ghanered Banks: ......26605.....5 
Res. to Note & Dep. Liabilities... . 





Mar. 30, 1938 
$180,640,000 
2,859,000 
22,648,000 
191.000 


119,978,000 
41,343,000 
12,271,000 

148,802,000 
24,003,000 

195,267,000 

55.60% 


Mar. 31, 1937 
$187,947,000 
2,358,000 
19,706,000 
208,000 


50,975,000 
101,797,000 
125,970,000 

36,751,000 
194,275,000 

58.58% 








Germany continues to busy herself with the 
economic and political absorption of Austria. 
Whatever immediate gains the Austrian annexation 
may produce, the fact remains that Germany is 
confronted with the need of making large ex- 
penditures to finance the rehabilitation of Austria. 
This prospect adds another burden to Germany's 
already strained financial economy. 


The inevitable consequences of the business 
slump in the United States are attaining more 
serious proportions in Canada. While the general 
level of business in Canada is still better than it is 
in the United States, latest indexes disclose much 
sharper declines. Both wholesale and retail 
trade declined in March, after holding up fairly 
well; carloadings are off abruptly; and unem- 
ployment is gaining. 








FOREIGN EXCHANGE IN DOLLAR TERMS 








Quotations in cents and decimals of ————Demand 





——Cables 























a cent except pound sterling which is Mar. 31 Year Ago Mar. 31 Year Ago COMMENT 
in dollars and cents 
Country and Par If one excepts the French franc and the Mexican 

Great Britain ($8.2397 a sov.)....... 4.96%, 4.89%, 4.964 4.8934 | peso, there has been no wide movement in any 
Belgium (16.9502c a belga)......... 16.891 16.8434 16.8914 16.8434 | important foreign exchange rate over the past two 
Czechoslovakia (3.51¢ a crown)...... 3.4914 3.491% 3.4914 3.491% | weeks. The relative stability, however, tends to 
Denmark (45.374c a krone)......... 22.1512 21.844 22.15% 21.841 | obscure the fact that there have been important 
Finland (4.264c a finmark).......... 2.19% 2.16% 2.19% 2.16% | offsetting forces at work. The slump in our security 
France (par not definite)............ 3.0514 4.59% 3.0514 4.5914 | markets has begun to frighten foreigners and there 
**Germany (40.33c a mark)......... 40.15 40.22% 40.15 40.22% | have been large withdrawals of investment funds 
Germany, registered (comml.)........| 19.70 20.00 19.70 20.00 from the United States. At the same time, as an 
Germany (travel mark).............. 24.50 23.75 24.50 23.75 aftermath of European war scares there has been a 
Greece (2.197c a drachma)......... 0.911% 0.89%, 0.9114 0.90 strong gold movement from Central Europe, via 
Holland (par not definite)........... 55.3414 54.76 55.3414 54.76 London, to this country. Uneasiness and uncer- 
Hungary (29.613 a pengo)....... 19.90 19.75 19.90 19.75 tainty must continue to characterize the major ex- 
§ltaly (5.2634c a lira).............. 5.261% 5.26% 5.2614 5.26% | changes so long as “hot” money or frightened 
Norway (45.374c a krone).......... 24.94 4.581 24.94 24.58% | capital contests the field against a major stream of 
Poland (18.994c a zloty)........... 18.90 18.98 18.90 18.98 “investment”? money. 

tSpain (Burgos peseta)............. 10.00 8.50 10.00 8.50 5h eae 

Sweden (45.374c a krona).......... 25.58 25.22% 25.58 25.22% Subsequent to further weakness, there was a 
Switzerland (par not definite)........ 22.91% 22.79%, 22.91% 22.791 | sharp recovery in French francs on the announce- 
Yugoslavia (2.981¢ a dinar)......... 2.3514 233" 2.351 2.33 ment of Premier Blum's drastic program. Making 
Shanghai dollars (unsettled)......... 26.25 29.90 26.25 29.90 applicants for foreign currencies prove commercial 
Hongkong dollars (unsettled)........ 30.60 30.47 30.60 30.47 needs and the centralization of all foreign ex- 

India (61.798c a rupee)........... 37.47 36.98 37.47 36.98 change transaction in the Bank of Frence should 
Japan (84.39¢ a yen): ............. 28.95 28.52 28.95 28.52 prevent those flights of capital which have played 
Straits Stlmts. (96.139c a dollar)...... 57.90 57.55 57.90 57.55 so important a part in France’s troubles. As this is 
§JArgentina (71.87c¢ a paper peso)...| 24.85 30.30 24.85 30.30 written, Blum still has to have his program enacted 
** Argentina (71.87c¢ a paper peso)..| 33.08 32.65 33.08 32.65 and there must continue to be uncertainty until he 
**Brazil (20.25c a paper milreis)..... 5.90 6.25 5.90 6.25 succeeds. 

TChile (20.599c a gold peso).......| 5.19 5.19 5.19 5.19 nd al oe , 
**Colombia ($1.645 a gold peso). ..| 54.65 56.90 54.65 56.90 Directly, the weakness in the Mexican peso is 
FColombia ($1.645 a gold peso)... .) 50.00 56.50 50.00 56.50 the result of the refusal of the United States to 
xMexico peso (unsettled)........... 22.871 27.80 22.8716 27.80 continue to purchase Mexican silver in the face of 
{Peru (47.409c asol).............. 23.50 26.00 23.50 26.00 that country's expropriation of American petrol- 
Uruguay ($1.751 a gold peso)..... 45.00 56.50 45.00 56.50 eum properties. Virtual stoppage of oil exports 
**tUruguay ($1.751 a gold peso). . .| 65.30 78.55 65.30 78.50 and fear that there is to be an economic and politi- 
GVenezuela (32.67c a bolivar)...... 30.75 25.75 30.75 25.75 cal upheaval in Mexico are other reasons for the 
**Venezuela (32.67c a bolivar)...... ON e:  v 31.62% peso’s weakness. 











t—Nominal quotations 





4—Free rate. 


**__Official rate. 


x—Offering rate. §—Travel lira 4.75c 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX | rae 
1937 Indexes 1938 Indexes 
he. of For purely technical reasons, March is 
High Low. Issues (1925 Close—100) High Low Mar. 19 Mar. 26 April 2 || frequently a difficult month for the stock 
122.0 54.3 330COMBINEDAVERAGE 65.9 44.2 52.2  442L 46.3 — =~ re best of circumstances. 
uring the first half it has to absorb sales to 
953.3 111.4 5 Agricultural Implements.. 130.9 95.8 115.6  95.8L 99.7 || ‘aise cash for the initial income tax pay- 
72.6 34.0 6 Amusements........... 41.4 4.7 29.9 4.7L 927.1 || ments; and now, since brokers must submit 
146.6 59.1 16 Automobile Accessories. 706 44.3 52.2  44.3L 45.5 || Quarterly condition statements to their cus- 
30.1 8.9 12 Automobiles........... 124 79 92 7.9L 8 || tomers, there was undoubtedly selling by 
178.0 73.4 9 Aviation(1927Cl—100) 109.6 75.2 89.5 75.2x 80.9 || brokers for window dressing purposes dur- 
28.5 9.3 3Baking (1926 CI.—100).. 12.7 89 10.3 8.9L 9.6 || ing the closing half. On top of this the 
308.6 135.4 3 Business Machines....... 159.6 120.2 135.0 123.2 120.91 || market was bombarded during the past fort- 
247.7 132.6 9Chemicals.............. 157.7 113.0 1928.5 113.0L 115.5 || night by an unusual cluster of unfavorable 
88.3 32.9 18 Construction............ 39.3 25.6 31.7 5.6L 27.3 || outside developments (discussed elsewhere 
361.0 193.4 5 Containers.............. 222.5 174.0 190.7 174.0L 177.7 || in this issue); so that it was scarcely surpris- 
217.3 -75.3 9 Copper & Brass......... 102.0 60.0 77.8 60.0L 64,0 || ing that our Combined Average of 330 ac- 
43.0 24.5 2 Dairy Products.......... 98.0 23.1 245 3.1L 24.8 || tive stocks, and all but one of its component 
42.7 15.2 9DepartentStores........ 18.7 122 145 1291 13.3 || issues made new lows during the fortnight 
108.8 45.2 9Drugs & Toilet Articles... 55.0 40.1 45.2 40.1L 49,1 || ended April 2. The single exception was 
388.4 182.6 2 Finance Companies...... 219.4 158.1 183.1 158.1L 160.6 || Sulphur, in which industry earings for the 
71.9 37.5  7Food Brands............ 44.5 33.3 37.3 33.3L 34.9 || first quarter were not greatly below last 
53.2 25.9 4FoodStores............ 30.2 21.5 244 21.7  21,.5R/|| year peseees“S 
122.3 46.4 4 Fumiture & Floor Covering 57.4 36.9 44.2 36.9L 39.1 
1160.6 894.0 3Gold Mining........... 1204.8 953.7 1031.0 953.7x 971.6 
58.6 95.8 6 Investment Trusts..... We Sh am” Srak mes. | Oe Sours, Sows accor fo 
317.8 167.2 4 Liquor (1932 Cl.—100).. 194.2 141.8 1589 141.8L 149.1 || Now York Tractions (ins ee wrmnndes teste 
209.8 97.8 9Machinery............. 1145 177.6 950 77.6L 79.1 panne Pty. ale 
104.3 53.8 Mail Ord 633. 41 558 49AL 49.9 || Sction egeinst the Manhatten “L"), estab- 
ss 6s thes... 553 36.5 41.1 36.5L 30.4 || lished new low records for the more than 
334.1 138.6 15 Metals, non-Ferrous...... 177.9 1108. 144.0 199.81 12920 || Miteen-vour, period dung which THE 
26.5 74 2Paper 97 58 79 5 8L 44 MAGAZINE OF WALL STREET'S Price 
158.8 90.8 23Petroleum.............. 104.3 762 900 769L 81.1 nha ae ee, 
114.9 50.5 18 Public Utilities.......... 60: 060 eS RL OS i sic cee reaiegeoe wey a 
me S80. Shame (tSe7Cl--100)... 160 10.7 49.7 10.7L 11.2 || Lo foiled to wenetote lant vesr's low 
12.9 37.7 9Railroad Equipment...... M2 02 Mi OS 907 I nei fede sau a Acta 
a 469. Ci tiieeeds............... 186 908 19.7. 108L 11.4 eer d. saben pagel aera 
98.5 6.9 3 Realty 99 47 65 47 57 present bear market. Perhaps it might have 
B76 34.0 “3 SBipbuilding............ 626 21 8 31x 40.9 || Cen more precise to say the “late” bear 
1656 69.6 13 Steel &! 85.8 55.8 68.0 558 58.1 market; because experience has shown that 
45.9 91 6 6 + am puedes cr gotta kein 95.7 18.5 91 3 18.5L 18.7 such an overwhelming number of new lows 
ee gk Bee 147.3 1186 137.4 1955 199.4 || Within the short period of a fortnight usually 
$5.3 43.2 Telephone &Telegnph... 50.2 37.6 43.0 37.6L 39.3 — at least a temporary end to the 
Sta 95:9 7 teuilles,...i.......-<.. 42.9 28.0 33.55 280L 27.9L pn 
eee shy 4 Ties B Mubbe......... 142 103 126 103L 10.4 : 
Dee Ona A 1obetee. «6 6S es Es. 75.9 63.8 67.0 63.8L 64.4 All but three of the new lows were made 
TES BOG 5 TOON... 5 oib io cs 31.2 15.6 22.3 15.6R 19.3 during the week ended March 26. As is 
346.8 157.7 4 Variety Shaves. 3. ke: 189.1 146.0 160.2 146.0L 153.3 usually the case, the ensuing rally was more 
ES AE aa 22 Unclassified (1937 Cl— 1292.0 84.7 98.7 84.7x 86.1 selective than the decline. While the 
hy SPE PERS aaa Combined Average closed 2.1 points 
A x—New LOW this year. L—New LOW since 1936. R—New LOW record since 1928. higher - nase bye — March “gt (a re- 
3 covery of nearly 5%), Amusements, Realty, 
DAILY INDEX OF SECURITIES Shipbuilding, and the Tractions—groups in 
N. Y. N.Y: Times which the preceding decline had been ex- 
Times Dow-Jones Avgs. ——50 Stocks ceptionally severe—rebounded more than 
40 Bonds 30 Indus. 20Rails High Low Sales 10%, without any particular new develop- 
Monday, March 21.... 67.26 120.99 93.61 86.75 985.15 542,230 || ments to account for such favoritism. 
Tuesday, March 22 .... 66.99 117.11 2962 85.08 89.41 692,680 ie ci 
Wednesday, March 23.. 66.30 11438 21.75 8169 179.63 1,468,400 
Thursday, March 24.... 66.14 11464 21.99 82.07 79.68 890,160 Metal stocks nose-dived during the week | 
Friday, March 25...... 65.55 108.57 19.95 80.55 176.69 1,677,340 || ended March 26, under apprehension that 
Saturday, March 26..... 65.10 106.63 19.68 77.39 75.56 1,383,370 Mexico, after expropriating foreign oil 
Monday, March 28.... 65.04 107.25 20.46 17.49 75.31 1,249,400 || properties, might turn its prehensile fingers 
Tuesday, March 29.... 64.43 101.92 19.93 75.77 72.83 1,721,750 || toward our mining properties there. These 
Wednesday, March 30.. 64.06 100.97 19.23 74.24 11.71 1,667,260 || jears have since turned out to be at least | 
Thursday, March 31.... 63.39 98.95. 19.00 13.58 69.70 1,271,030 || premature; yet the non-ferrous metal group 
Friday, April 1........ 63.72 103.02 19.81 74.01 72.31 859,220 || rallied feebly, owing to uncertainties as to 
Saturday, April 2...... 63.45 106.11 20.46 16.39 14.64 603,850 _|| how far the U. S. Treasury might drop the 
STOCK MARKET VOLUME price of silver. The tailspin, and subse- 
“ Week Ended April 2 Week Ended March 26 Week Ended March 19 quent vigorous rebound, in Amusement 
1,372,510 6,654,180 4,873,870 shares came from fears of war and then a 
‘ete Visitas Some Dete coe Date belief that war is not near. 35% to 50% of 
Year to April 2 1937 1936 this country's gross film rentals comes from 
63,133,240 162,761,286 185,569,995 foreign sources, mainly from Great Britain. 
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in Coming Market Movements.. 


HE market is now in the third and final phase of 
It is outrunning business on the 
. due to necessitous liquidation and pes- 
simism. Bargain prices are developing for many poten- 


the depression. 
downside . 


tial market leaders. Selected 


lay the 


profits to increase your equity. 
foundation for very 


buy and when to sell, you can take advantage of im- 
portant market movements with the object of securing 


You can also gradually 
substantial _ profits 
through our Longer Term Recom- 





stocks will again bring large i 
profits to shrewd and careful 
buyers. 


rofit with Forecast 
Counsel 

In this critical situation, when 
judicious action can mean 30 
much to your financial welfare, 
we urge that you avail yourself 
of Forecast couns2l. We suggest 
that you do so on tie same basis 
that you would consult profes- 
sional advice when it is vital that 
you know what to do. 


In the field of security guidance 
and prediction of market trends, 
THE Forecast has established 
an outstanding record ... over 
a period of 20 years... with 
its authoritative sources of data, 
unique business contacts and \ 








A Fourfold Service 


As a Forecast subscriber, you will re- 
ceive the following comprehensive service 
designed to meet your investment and 
business needs: 


1. Security Advisory Service 
Scientifically arranged programs to take 
advantage of short, intermediate and 
major market movements . . . with 
definite advice as to what and when to 
buy and when to sell. 


Telegrams on all recommendations for 
short-term profit . . . as included 
in our Trading Advices, Bargain Indi- 
cator and Unusual Opportunities. 


Consultation by wire and by mail is open 
at all times. 

2. Business Service 

Concise review of current situation with 
latest factors and their effects. 

3. Commodity Service 

Digest of position and forecast of leading 
commodity trends. 

4. Washington Service 


Legislative developments as reported by 
our correspondents. 


\. mendations as the next recovery 
phase gets under way. All com- 
mitments made on our advices 
are kept under continuous super- 
vision. 


Intermediate Upswing 
Developing 
Our barometers are now being 
watched closely for an interme- 
diate upswing. This advance 
should be of sizable proportions, 
even on technical grounds, con- 
sidering that the market has de- 
clined 49% in the eight months 
since August . . . the entire ex- 
tent of the average bear market. 
Due to the velocity of the de- 
cline, a sharp rebound can come 
abruptly. Just as thinness has 
caused wide drops, it can create 


{dynamic 








advances in_ selected 





widespread facilities. Its staff, 


as a result of long and practical experience, has advan- 
tageously served investors and traders in many situations 


like the present. 


Strengthen Your Position 
Through our short-term advices of what and when to 


Free Service 
to May 15 


vice to May 15. 


issues with resultant large profits. 


To cooperate with you under present 
conditions, we are glad to extend to 
you our new specic! offer of free ser- 


By that date, your profits through our 
counsel, should more than cover our moderate fee. 





Free Air Mail 
Service 


( Check here if you 
wish Air Mail and it 
will expedite delivery 
of our weekly and spe 
cial bulletins. This sez: 
vice is provided FREE 


in such cases in United 


secure profits. 








90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once bu’ dating from May 15, 1938. 
select, I will receive tne complete service by mail. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB 





Send me collect telegrams on all r dations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you.) 


S ac d oO TRADING Active Common Stocks for Short Term Profit. Two or three wires a month. 
States an anada. ADVICES Three to five stocks carried at a time. $2,000 capital sufficient to act in 10 
& shares of all recommendations:on an outright basis. 

: oe ( UNUSUAL Low-priced Common Stocks for Market Appreciation. Two or three wires a 
We serve only in an OPPORTUNITIES month, Three to five stocks carried at a time. $1,000 capital sufficient to buy 
advisory capacity, han- : : 

dl f de Ys oer 10 shares of all recommendations on an outright basis. 

e no funds or secur: 
ties and have no finan. oO BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires a 
cial interest in any INDICATOR month. Three to five stocks carried at a time. $2,000 capital sufficient to buy 
issue or brokerage 10 shares of all recommendations on an outright basis. 
house. Our sole objec Pe ae . 
tive is the growth of aac oaks as oe idae KAW eR Cea eS CAPITAL OR EQUITY AVAILABLE.............- 
your capital and in SORTER Ic eR RUDD! Sc. eso AT AY NR sie cat te ina aN Shas, ib ae ea ena 
come through counsel 
to minimize losses and REIN Sache sen ae Aiur MoS oe ne SARNIA - Pods vlc 20, ba odie neteretulemeel aaa iceard April 9 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


I understand that regardless of the telegrams I 
($125 will cover an entire year’s subscription.) 


NEW YORK, N. Y. 
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What’s Ahead for 
the Steck Market? 


In this important phase, you must 
keep abreast of the many far- 
reaching developments in the 
worlds of business, economics, 
politics—and investments. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon — to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By regularly reading The Maga- 
zine of Wall Street, you can attain 
a clear picture of the develop- 
ments bearing on business and 
securities markets, days and some- 
times weeks before the informa- 
tion is available through the 
usual channels. 


You will be always posted on 
| your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


Be sure of receiving the coming 
issues during the im portant 
months ahead. Every issue will 
contain timely information of 
real money-value to you. 


Mail this coupon—now 


| 
The Magazine of Wall Street 
' 80 BROAD STREET, NEW YORK 


f I enclose $1.00. Send me the four issues 
| beginning with your next issue. 


O) If you would like to have this special 
offer cover eight issues instead of four, check 
here and enclose $2.00. 


City 
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e 
Rails 
1936 1937 1938 best 
Be aed Sale 
A High Low High Low High Low 3/30/38 
fs ee 88% 59 94%, 32% 42 225% 23 
Atientc CS ees 49 M5 «ij%SS% 18 27% 114% 14% 
Balti (OS ee 261 1S% 40% 8% 10% 4) 4 
ese a echdew 1 SE ee 491 39 3 45 30 34 asi ath 
Cc 
ifi ane 171 6) 8} 5 Ly; 
eee come 6 204 wo” ath ary art 
Chesapeake & Ohio.................. 774% 51 68) 31 38 Hy 23% 23 
enews Gt. Western Pfd.............. 14% 18, 3 1% 
C.M 7h St. Paul & Pacific... ikea ae 1} 3% ofa 1 
CM. & St. Paul & Pacific Pfic......... sy 2% % 1 1 i (7 
ly) on heamanam she 6% 1% hf 
Chicago, Rock Is. & Pacific............ 1 35% A 1% ls ia 
D 
Delaware & Hudson.................. 54 363%, 58% 13 17) 71 THe 
Delewere, Lak. & Wed... 23% ihm whe 5 wm OM 
E 
NEI oa, aeaces bhbawebe 181% 11 23% 4%, 6%, 2 2% 
Great Northern Pfd..................-. 464% 321% 563, 201% 26% 13 13 
1 
ea 2914 1852 38 8 12% 6% 6% 
K 
Kansas City Southern................- 26 13 29 5 9% 51% 6 
L 
NN co pis oi 22 81, 245% 4% 65%, 3 3% 
Louisville & Nashville Reierscaaa ab oe 1023 57% +2) 481% 561A 301, si 
M 
. K 0 SSR ee eee 9 si 9%, 2 3¥% 11 1% 
Me ~ mace & Seas eS ee 33% 14) 344 51 111 45, “ 
| SRR ae eer 4 2 6% 1% 2 Ia, () 
N 
kL 49 27%, 55% 1514 19% 10 10 
N.Y., Chic. & St. Louis... 53% 0 «-17%_—=i«sT72 14, oh—eSC«ST 7 
haa weae 101 3 =” 49 S” ass a88 
Norfolk & Western........... 3 
Northern a. Seika eee tna es 66 ab ara 36%, 23% 3655 9% 13% 61% 6 
P 
SIIB os cnoks oye due cena a 28% 501%, 20 24%, 144%, 14% 
R 
SoS aL aketowarticos ie. ss 50%, 35% 47 181% 22 13 13 
s 
| ESR eee 3 11 43 1 1% zy fa, 
mag Sek DEE ee ee 47 , ahi esi 17 221 93, 34 
Southern Railway........... 26% 125% 43 9 13% 5% 5 
T 
Ree INE icra coven ess . & 28 $4, 15% 24% 1314 13% 
U 
SR eee rp ere 149%, 108%. 148%, 80 88, 58 59 
w 
SD cs ounay pokes eewees 121f 8} 1% 25% 4% 2%, 2% 
Wester Pcie ae Sat aS or , 4 4%, 1 1% Yq 4 
industrials and Miscellaneous 
1936 1937 1938 Last 
— —__—_. ————~———_.._ Sale 
A High Low Hish Low High Low 3/30/38 
Ser 9 Sey ere 86) 58 80, a4 58% 42 42a 
Se eS 1% #13 15% #8 413 9 9 
40 26% 45% 13 21 12 121 
157 258) 145 176) 127 128% 
6% 21% 6% 9 4 
35% 831 34 51% 35% 35} 
75 1144, 51% We 57 58% 
4 «101th 53% 49 498 
36 413% 10 15% 10 10 
40 80%, 28 42% 231 2s 
4 + 7 O 
: | SEIS SS ae ares 30 la, 
oan pi tabted as wis oes ode 61% 133% 2% 4 2%, ah 
Amer. Power & Light................- 7 161% 7 3% 3% 
Amer. Radiator & 8"5 Oe geaeee are 183, 44 9% 14 te 9%, 
ree OS ae 23%, 45% 151% 22 13% 13 
Amer. Smelting & Refining............ 105%, 1 56%, 28 293 fg 
Amer. ado: e540 0 pH} 13% 22% 34% ae. 16 
Amer. Sugar Refining...............- 48, 56% 24 31 21 22) 
TEE pekccusccccvccscses 149) 187 1 149%, 11114 
es 6 a ok ee. 6s 4,<-530.9'05 88 99% 583, 72% 60 
Amer. Water Works & ae. 19 29 . 13! 6 
Amer. Woolen 52%, 79 25% 35 A 25 
Anaconda ~e Mining. . 28 6914 24) 36% 33 7 22% 
SINS SS 5.555 0 oiees.c 505 s'est, ooo 472 1334 4% 6% 4 
0 eee 26: 37 18 24 1814, 9 18% 
FN enor 4% 9% 2, 45 2% 2% 
B 
ae ae 23 5 10%, 5 5 
nee Se « ene 21 “ay 10% 19 121 12% 
PE séccnaboadststecddsains 28 144, 35% 10 16% 10 104%, 
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Share 
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Beech-Nut aaies. . 
— —- 


Dyes Go, (A; Md... 6.5 c cece 


Commercial Solvents... .. 
Commonwealth & —-- 
Consolidated Edison Co. . 

Consol. yp ae 


Continental Baking, A 


ann 
J fo ease 
Corn Products Refining. 
aa 


& Co. 
Ditties Corp. Seagrams 
Dome Mines.......... 
Douglas Aircraft... . . : 
du Pont de Nemours................. 


E 
Eastman Kodak... .. 


Electric Auto Lite... ... 


Elec. Power & Light. . 


Endicott Johnson Corp. 


F 
Fairbanks, Morse... . . 
Firestone Tire & P.ber 
First National Stoves.................. 
VENI 555 6 a coe ve sae csee sce 
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Gaodrich Co. (B. F.). 





Goodyear Tire & Rubber. 


H 
Hecker Products... . . 
Hercules Powder... . 
Houston Oil 


Hudson oid Min... 
Hudson Motor Car. . 
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Inspiration Copper. 


Interborough Rapid Tra-sit.. 
inter. Business Machines. 
Inter. Harvester...... . ; 
inter. Nickel.......... 


inter. Tel. & Tel...... 

Johns-Manville. . . . . 
K 

Kennecott Copper. . 


ee 
Lehman Corp...... 


Libbey-Owens-Ford. . 
Liggett & Myers rese B.. 


Loew's, Inc. . 
Lone Star Cement. . 
Lorillard........... 


Neer &. ot - eee 
Marshall Field....... 


Ma tin "Glo L.) -- 
Masonite Coro.. 
Mathieson Alkali... 
Melntyre Porcupine. . 


McKeesport Tin Plate... 
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STOCKS and 
COMMODITIES 


Cash or Margin Accounts 


Folder ‘‘M’’ explaining margin require- 
ments, commission charges and trading 
units sent on request. 


J. A. Acosta & Go. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 

New York Cotton Exchange 

New York Produce Exchange 

N. Y. Coffee & Su lt Exchange 
Chicago Board of Trade 

Commodity Exchange, Inc. 

New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 




















| Odd Lots—100 Share Lots 


Odd lots enable you to diversify 
your holdings and increase margin 
of safety. 

Our booklet explains the many 
advantages offered by Odd Lot 
Trading. Copy furnished on re- 
quest. Ask for M. W. 804 


| John Muir&(G 


Established 1898 
Members New York Stock Exchange 


39° Broadway New York 








52 Broadway 








POINTS ON TRADING 


and other valuable information for investors 
and traders in our helpful booklet. 
free on request. 


Copy 
Ask for Booklet MG6 
Accounts carried on conservative margin. 


(iisHoLm & (HAPMAN 


Established 1907 
Members New York Stock E xchange 
New York 











MEMO: To the President of a 
Dividend-Paying Company 
Build investor confidence in your 
securities by publishing your Divi- 
dend Notice in these columns. By 
so doing you bring the investment 
feature of your stock to the atten- 
tion of the thousands of matter of 
record shareholders who read THE 
MAGAZINE OF WALL STREET consist- 

ently for financial guidance. 
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3000 ROOMS 
WITH BATH 






STEVENS 


CHICAGO 
“AMERICA’S GRAND HOTEL” 
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4 Reasons 


Why You Should Have 
These Monthly Ratings 
Always Handy— 














You want to know which of 

the securities you hold offer 
the soundest profit possibilities— 
which are progressing—which are 
at a standstill—the danger sig- 
nals, if any. 


2 At any time you may want to 

know the vital facts about any 
one of the 1542 leading stocks 
listed on the New York Stock 
Exchange or the New York Curb 
Exchange—leading bank or in- 
surance stocks. 


3 Adjustable Stock Ratings, re- 

vised monthly, comprises 112 
pages of brief statistical reviews, 
expert ratings and _ individual 
comments that leave you in no 
doubt as to the prospects of the 
securities in which you are in- 
terested. 


Adjustable Stock Ratings is just 
about the most efficient and use- 
ful investment tool that you can 
possibly have—and witu The 
Magazine of Wall Street, will 
enable you to keep accurately and 
authoritatively posted at all times. 


Now only $3.00 a Year 


Adjustable Stock Ratings, pub- 
lished on the 15th of every month, 
is only $3.00 a year—a most mod- 
est price, compared with similar 
services costing up to $40 and 
$50 a year or more. Why not 
subscribe now? 





Mail this coupon today 


The Magazine of Wall Street 
90 Broad Street, New York 
I enclose $3.00. Send me ADJUST- 
ABLE STOCK RATINGS 


monthly for one year. 


ON NER Seas Ee ge eT : 
IR ee li. oc ee 














858 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








New York Steck Exchange 
Price Range of Active Stocks 
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1936 1937 
M High Low High Low 
McKesson & Robbins................ 14%, thd 16% 5% 
3 SRS Se or 65 72%, 33%, 
Minn. Honeywell................... 112 65 120 53 
Minn. Moline Power................. 12% 6% 161 47, 
Monsanto Chemical.................- 103 79 107 71 
eee ES ee 89 35%, 69 30 
ee eee 22%, 4 20%, 3 
245 5 
33 17 
38 13 
261% 12 
35 17 
Ae 18 
14% 5 
99% 55 
98 oe 
41% 
34 iaik 
17 
o- 
0 LE ee eee 20%, 121% 24 eh 
Owens-llll. Glass..................0- eee wee 103% 511% 
P 
Pacific Gas & Electric................. 41 3034, 38 22 
Packard Motor Car................... 13% 6 12 
Paramount Pictures................... 5 7% 283, sip 
| 4 ci ees Sree 112) 69 103%, 57% 
I eer eee 5635/4 255 59 18 % 
Phillips cee ee el > ee ieee 523% 38% 64 30 
oct: & Gemtle....--...sclel 56.401, Sy % 
Public Service of N. J................ 501 39 52% 30: 
See eee Sree 69 36% 72% 251 
PE ete 6 Oho wb in velaws avon 244, 24 i, 8%, 
R 
Radio Corp. of America.............- 14% 9% 123, 4% 
a es nee oe 10% 101 . Ys 
Remin “oe ‘ee OR See 25 17) 291 
See rs es 297% 1642 47 Vy, B+ 
eyasids on “ ) a <a Oe aes 6014 50 58 401 
Safeway Stor 27 46 18 
wwe Distiliers 373% 51 22 
ars, Roeb 595/, 98 493/, 
Shattuck ) 111 17 $f 
Shell Union 14%, 34% 144% 
Socony-Vacuum Corp 12 23% 13 
Sear uk Be 
iegel, Inc. ; i 
Stan: 14 16% of 
Standard 51 143% 21 
Standard 35 50 27 
Standard 32%, 50 261% 
Standard Oil of N. J................. 70 51% 76 42 
Stewart-Warner............ 24} 16 21 5} 
Stone & Webster 30) 14 335% 6% 
ee a Terre 15 91% 20 3 
SRR Ie SP ere Sie re 91 70 77% 441% 


RT als sss Gh eau en os 
Texas Gulf Sulphur................... 
Texas Pacific Coal & Oil 

Tide Water Assoc. Oil..... 

Timken Detroit Axle....... 

Timken Roller Bearing. ..... 

Twentieth Century-Fox................ 








U 
Underwood-Elliott-Fisher ............. 10234 
Union Carbide & Carbon.............. 105% 
ef) ee re 28) 
Es niece aaah cub 3234 
| EE a. _-eeeee 96%, 
eo cine cia Koks cogs seem ees 9% 
EE Oe ak nls ain a 87 
United — = Le ae ee eee 4 

See all oan «King os.00. 6 eS 125% 

U.S. Industrial Alcohol 59 
[EA OS Seer 637 
Tf ae 49 
U.S. <a Ref. & Mining 10334 
ve hy Ee ee ae eee eee 79 
U.S. wen 1 Re eee 1543, 
Wiles Pw. B10, A... 2.0 .6...2555- 

Vv 
IIR on iosoe nce ce snesiponss . 30% 

w 
I ink oF as 5s vow sees eles 123 
Warner Brothers Pictures.............. 18 
Western Union Tel................... 96) 
Westinghouse Air Brake.............. 50 
Westinghouse Elec. & Mfg............ 153% 
RNIN sos 58 niece sa Se seeee 11 
DE SO eco aes 0'6-5:5.0:058 71 
by pean” pe all 36%, 
Yellow Tr. & Coach , Reese Vere 
Youngstown Sh. & Tube. Es; osc 

Zz 
ON Pee ee eee 4234 


*— Not including extras. {—Paid iast year. 
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20% 35% 10% 
68 91 36% 
5% 81 2 
Frid 86%, 52 
14) 17 
801 137 53 


724%, 105 521 
46%, 126% 48) 
115% 150 1001/, 
3% 4) Va 
16%, 9g 9%, 
5% 18% 3% 
9% 18 4%, 
Hi, 831 22 
34 5753/4 7 
94) 167% 87 % 
6 1214 14 
44 Y, 6534 
23% 47 12 
8%, 379 712 


41%, 101% 341%, 


1114 43%, 


11% 
t—Paid this year. 
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Wall Street Gets an Over- 
hauling 





(Continued from page 835) 


A few will be dropped, and a good 
many now selling over the counter 
or on smaller exchanges will be 
added. An attempt to broaden the 
listed bond market in the sense of 
making its transactions more repre- 
sentative of actual supply and de- 
mand conditions is also on the 
agenda. As conditions now stand, 
so large a proportion of the trading 
in listed bonds takes place outside 
the Exchange that the prices set on 
the floor are subject to a taint of 
artificiality. 


Stock Exchange membership. 


One of the sharpest battles to be 
waged will center on the size of the 
membership of the Stock Exchange. 
There are now 1,375 members di- 
vided as to activities as follows: 
550 connected with commission and 
investment banking houses, 360 spe- 
cialists, 123 odd-lot dealers, 165 
floor brokers, 34 floor traders, 67 
bond brokers, and 9 private bank- 
ers. Fifty-two members were in- 
active as of the first of the year, and 
fifteen seats were those of deceased 
members. This membership could 
handle comfortably several times 
the current volume of business, as 
could the 652 member firms. In 
the effort to provide a living for all 
concerned, there is the danger that 
pressure will be put on customers 
men and others to keep accounts 
active, and that the trading of mem- 
bers and partners will bulk large 
enough to influence prices.  Fig- 
ures published by the S. E. C. show 
the transactions of members equal 
to around 20% and more of total 
transactions, although these fig- 
ures require interpretation before 
they can be used as an indictment 
of the present system. Neverthe- 
less, there is reason to believe that 
a smaller membership would be kept 
busy on straight commission work 
and be driven less to speculating. 

The obvious method of reduc- 
ing the membership would be for 
the Stock Exchange to use its funds 
in gradually purchasing seats for re- 
tirement. This the Exchange would 
be very loath to do, feeling that the 
funds are needed elsewhere and 
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| flnnouncing 
A Greater Service 
to Investors 


IVE years ago, Babson’s Re- 

ports broke all precedents with 
the announcement of a Supervised 
Investment Service for $120 a year. 
In taking that forward step, we 
accepted a fact well known to every 
seasoned investor: It is utterly im- 
possible for anybody to supervise 
successfully all securities. That was 
why we focused our efforts on cer- 
tain issues which offered the real 
opportunities. 


The practical results of such con- 
centration have been impressive. 
For example, in a test period cover- 
ing 36 months, THE BABSON 
SUPERVISED LIST ROSE IN 
MARKET VALUE OVER 302, 
WHILE THE DOW-JONES 
COMPOSITE AVERAGE AD- 
VANCED ONLY 18%. 


Based on four years of successful 
experience, we have extended our 


NAME 


i ADDRESS 











supervision to a somewhat larger 
list of securities which include the 
market’s real income—producers 
and profit-makers. This enlarged 
supervision means an even more 
comprehensive service to you as 
an investor. 


Conserve Your Principal 


To increase and protect your 
income and profits is the purpose 
of Babson’s Reports. In the thirty- 
four years this organization has 
been serving investors, improve- 
ments have been continuous. 
Clients have benefitted steadily. 


Write for Special Circular 
Today’s enlarged Supervised 
Service constitutes still another 
forward stride. Let us show you 
how it fits your personal needs and 
how it can relieve you of invest- 
ment worries and burdens. 


Babson’s Reports, Incorporated, Dept. 105-77, Babson Park, Mass 


Without charge or obligation send full particulars of your Supervised Investment Ser- 
vice and explanation of important recent developments in your specialized selection. | 
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would in any event be insufficient. 
Or the 25% increase in membership 
arranged during the last boom 
might be reversed. The 1,100 mem- 
bers existent at that time were each 
given one-quarter of an additional 
seat, with the privilege of selling 
the fraction or buying others in or- 
der to make up a full seat. They 
would object strenuously to the 
process, but one way of diminishing 
the number of mouths to be fed 
would be to consider each seat only 
80% of a full one until the member 
had shopped around and_ bought 
one-fifth of a seat from someone 
willing to sell out. 

Whatever the method, the influ- 
ence of the S. E. C. appears bound 
to work steadily for reduced mem- 
her trading, even though a thinner 
market may result. The govern- 
ment agency questions the impor- 
tance of “liquidity” as interpreted 
by Wall Street, feeling that mere ac- 
tivity is no assurance that the in- 


vestor will be guaranteed a fair and 
broad market for his holdings. Par- 
ticularly as the next boom in the 
market lifts its head, the S. E. C. 
will employ all its powers to pre- 
vent the professional trader from 
assuming his old role. Margins, 
anti-pyramiding rules, a close watch 
for manipulation, publicity, cus- 
tomers’ men, short-selling rules, re- 
strictions on specialists and_ floor 
traders—all will be brought into use 
to stop the next swing before it goes 
too far. 

Tacking the sort of omniscience 
required of any body which takes 
it upo.u itself to regulate a market, 
the Commission may be expected to 
make numerous. mistakes. Its 
maneuvers may produce unlooked 
for and undesirable results at times; 
the damage to the market may 
quite possibly outweigh the benefits 
over the next year or two. But for 
better or worse, government regu- 
lation is on the way into the affairs 
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of the New York Stock Exchange. 
As this is written comes the news 
that of the 342 members of the Chi- 
cago Stock Exchange only four 
voted against the plan to reorganize 
that body in a similar fashion. The 
opposition will be more stubborn in 
New York, but the effect will be the 
same. 
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substantially in any armament pro- 
gram. However, we do not believe 
that too much importance must be 
placed upon this possible develop- 
ment. The company has proven its 
earning power without the aid of 
the manufacture of products for war. 
Although zine prices dropped sharp- 
ly during the latter half of last year, 
New Jersey Zinc for the year ended 
December 31, 1937, registered earn- 
ings of $4.01 per share on the capital 
stock. This represents a substantial 
improvement over the $2.67 per 
share sustained during the year of 
1936. While we do not expect that 
1938 will see a duplication of this, the 
relative stability of zinc oxide prices 
and the likelihood of continued satis- 
factory consumption leads us to ex- 
pect satisfactory profits over the 
current year, at least. It is interest- 
ing to note here that New Jersey 
Zinc Co. has never reported a deficit 
and has never failed to pay a divi- 
dend. During 1937, $3.50 per share 
was paid on the 1,963,264 shares of 
$25 capital stock outstanding. So 
far this year 50 cents has already 
been declared. Another interesting 
note is that the company does not 
publish a balance sheet. It must be 
gathered, however, that the financial 
position is a strong one because even 
during’ the worst of the depression 
years, dividends exceeded earnings 
by a substantial amount. Results 
for 1938 will undoubtedly be lower 
than those of 1937 due to a de- 
cline in demand and prices for the 
company’s products. On the other 
hand, they will probably be suffi- 
cient enough to enable the company 
to continue to disburse liberal pay- 
ments in the form of dividends. Not 
only does the company afford the 
stockholder with a good yield, but 
at current levels presents attractive 
possibilities for price enhancement. 
Therefore, as you assumed your 


commitment in this company at an 
attractive price, we are inclined to 
recommend continued rentention of 
the shares. 





Endicott-Johnson Corp. 


Endicott - Johnson’s earnings have been 
dropping steadily since 1934; as you know, 
from $4.34 to $2.85 per share. Is any re- 
versal in this trend in sight? Is the $3 divi- 
dend reasonably secure?—K. L. M .. Boston, 
Mass. 

An unbroken dividend record on 
the common issue since 1919, the 
year the company was incorporated, 
is the enviable record established 
by Endicott-Johnson Corp. Not 
always was thé present rate paid 
nor did the company always show 
as large earnings on the common as 
was paid out, but in every year 
something was paid. So, even though 
earnings for the fiscal year ended 
November 30, 1937, did decline to 
a new low since 1932, there is indi- 
cation that the company will con- 
tinue to disburse liberal dividends 
to the common stockholder. This 
is further substantiated by the 
strong financial position maintained 
by the company. At the fiscal year 
close, total current assets compared 
to total current liabilities at the ra- 
tio of approximately three to one 
and left a net working capital of 
$23,338,355, or the highest that it 
has been since 1931. It must be 
pointed out here that even though 
earnings did register a drop during 
1937, sales were over 9% larger 
than for the preceding year, when 
$3.91 per share was earned on the 
common. This decline in net may 
be attributed to the fact that larger 
depreciation charges and_ higher 
costs tended to restrict profits sub- 
stantially. A reduction in prices 
indicates that profit margins will 
be restricted during the first half 
of the current year, although it is 
expected that production and sales 
will average close to normal levels. 
However, seasonal trade should aid 
the company in registering profits. 
In addition to this, substantial 
benefit should be realized as retail- 
ers replenish depleted inventories. 
Production costs are governed by 
the prices of raw materials, finished 
products and labor because of the 
fact that the company makes shoes 
on machinery which is leased, rental 
payments being based on actual 
number of shoes produced. This, 
over a longer period of. time, indi- 


cates that the company can hold 
production charges at a minimum 
if satisfactory prices are maintained. 
We can hope for no better than a 
duplication of 1937 earnings during 
the fiscal year of 1938. Even so. 
we frankly believe that the com- 
pany will maintain its $3 divi- 
dend rate on the common stock. 
Therefore, if you are willing to hold 
the stock over the longer term, we 
can recommend retention on an in- 
come basis. 


Ward Baking Corp. 


Do you believe Ward Baking “B” attrac- 
tively situated to benefit in market improve- 
ment? We have been holding 200 shares, 
bought this year at 3%, in expectation of 
long-deferred market recovery. If possible, 
please comment on its earnings progress.— 


A. R., Philadelphia, Pa. 


Any marked improvement in the 
ciass “B” shares of Ward Baking 
Corp. is of definite long range calibre 
and cannot be foreseen at this time. 
No earnings were reported on the 
class “B” shares for the year ended 
December 31, 1937, when only $3,000 
was left to be distributed on that 
issue. In fact, no earnings have 
been reported on this issue of stock 
since 1929, when 47 cents a share 
was shown. It must be remembered 
that competition in this industry is 
extremely keen. This has tended to 
restrict profits over a period of years 
and, as a consequence, large arrears 
have accumulated on the preferred 
issue. These arrears alone tend to 
remove the class “B” shares quite 
definitely from any participation in 
the way of dividends. Furthermore, 
the class “A” stock also precedes 
the “B,” thus removing it still fur- 
ther. While a stable demand is cl ar- 
acteristic of this industry, the larger 
profits are reaped from the specialty 
and higher priced lines, such as 
cakes, pies and other confectioneries. 
Substantial decreases in consumer 
purchasing power, therefore, has had 
an adverse effect upon sales of this 
line and has, consequently, retarded 
profits. Currently, retail food sales 
are running from 3% to 4% below 
the favorable level of a year earlier, 
but net income is_ substantially 
smaller. Of course, some of the 
blame must be placed on higher 
costs for materials, labor and taxes, 
but the absence of good volume in 
the luxury line accounts for it in the 
most part. Nevertheless, while we 
realize that the shares will probably 
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be slow marketwise, we can recom- 
mend retention. Stableness in the 
demand for the everyday line, such 
as bread, biscuits, flour crackers, etc., 
should enable the company to at 
least hold its own over the longer 
term. As for substantial participa- 
tion marketwise by the class “B” 
stock, however, we are inclined to be 
pessimistic. We can only point 
out to you the long range potentiali- 
ties of the shares ai.1 suggest reten- 
tion only on that basis. 
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was established and there were mod- 
est open market operations. In the 
spring of 1937 the commodity mar- 
kets began to weaken and in the 
early fall there started an appalling 
decline in the prices of both com- 
modities and securities which con- 
tinued for several months. Once 
more the jitters appea’ Policies 
were reversed. Attempts were again 
made to raise prices. 

Only by an act of faith can we 
find im our experience during the 
last few years apy evidence that we 
have as yet learned how to “manage” 
our currency. If the writer is cor- 
rect in his belief that the efforts 
made had only a little to do with 
what occurred, then we conclude 
that we have not yet learned how to 
“manage money.” If those are right 
who believe that these extreme ups 
and downs are an evidence of “man- 
agement” we are tempted to demand 
that management be discontinued. 
A more reasonable conclusion is that 
the steps that were taken to raise 
prices had little or no prompt effect, 
but that they laid a foundation for 
an advance in 1936 that it was im- 
possible to control in an orderly 
manner. If the break in 1937 came 
because of other forces than manage- 
ment, then we conclude that man- 
agement was quite unable to control 
this upward movement and that if 
management had any influence at all 
it merely made matters worse. 

At present there are several fac- 
tors to be reckoned with. There are 
again large excess reserves. Prices of 
commodities and securities are far 
below the levels of a year ago. There 
are large and still growing numbers 
of unemployed. Income tax pay- 
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ments in March are below ihe ex- 
pectations of many. The federal 
deficit for the fiscal vear will be con- 
siderably larger than the estimates. 
Many senators and congressmen 
want efforts mad¢ to raise prices and 
in this reflect a public opinion that 
will doubtless oppose restrictive 
measures. It seems at the moment 
that the undistributed earnings tax 
and the capital gains tax will be 
repealed or considerably amended, 
and this will have at least a psy- 
chological effect on the markets. 

There seems to be nothing to in- 
dicate that the incoming funds will 
not have an inflationary influence. 
What about the effect of their sud- 
den withdrawal, if such a withdrawal 
should occur? Here the outlook is 
better. The very fact that excess 
reserves are so large will be helpful, 
since considerable amounts could be 
withdrawn without forcing credit 
contractions, and since those of our 
banks that may be subject to large 
withdrawals will presumably main- 
tain a liquid position in order to 
meet it. 

But this in turn depends upon 
whether in the interval the expan- 
sion we anticipate will have occurre: 
to a point where excess reserves will 
have been sharply dimirished. At 


present, the trend is in the other 
direction. Toward the end of March 
the stock market recorded new lows. 
But for various reasons the market 
is “thin.” A moderate volume of 
transactions (there were only 6,654.- 
000 shares sold in the week ending 
March 26) may bring a sharp fall, 
while a slight reversal of sentiment 
may mean an equally sharp rise. 

A change in the domestic situation 
may quickly alter the picture. If 
President Roosevelt’s recent com- 
ment on the need for higher wages 
in the South is not followed by futile 
efforts to bring this about in an im- 
possible manner, if a workable ad- 
justment can be found for the dis- 
putes between the government and 
the public utilities, or if, as seems 
likely, expenditures on armaments 
are speeded up, expansion may be 
anticipated. We are dealing. with 
intangibles, but the probabilities 
support the view that our enlarged 
base will bring some inflation. 

More important is the existence 
of our stabilization fund. Its re- 
sources are large, its power is great 
and its operations have been intelli- 
gent. If raids on it can be avoided 
it will be able to do much in case 
outward movements begin. Together 
with the inactive gold in the Trea- 
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ACTIVE ISSUES 
Quotations as of Recent Date 


1938 
Price Range 
pe 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 


Amer. Cyanamid B (.60)...... 26% 15% 153% 
Amer. Gas & Elec, (1.40)..... 28 19%, 19% 
Amer. Lt. & Tr.(1.20)........ 144% 10 10 
Amer, Superpower........... 14 Ve Ly 
Assoc. Gas & Elec, "A"...... 1% Vy, VV, 
Ark, Nat. Gas “A”.......... 4% 2% 214 
OCs ossccciciscacccs 32 18% 18% 
CH SIIGR: kiseciccscccs.. & 1 1 
Cities Service Pfd............. 40% 21% 23 
Colum, Oil & Gas........... 4% 2% 2% 
Consol. Copper ($.1214)...... 6% 3% 3% 
Consol. Gas Balt. (3.60)... ... 70 55 55 
Creole Petroleum (*.50)...... 27% 17% 17% 
Eagle Picher Lead (1.10)...... 13% 7 71% 
Elec. Bond & Share........... 10% 4% 4% 
Elec. Bond & Share Pfd. (6).... 58 42 42% 
£x-Cell-O Corp. (7.20)... .... 13% 8 8% 
Ford Mot. of Can.""A"(1).... 18% 145% 14% 
Glen Alden Coal (f.50)...... 6% 4% 4% 
Gulf Oil of Pa. (7.25)........ 42% 33 33 
Hecla Mining (t.10)......... 104 6% 6% 
Humble Oil (+.3714)......... 70 56 56 
Imperial Oil (*.50).......... 19% 15 15 
Iron Fireman (1.20).......... 154 11% 11% 
Jones & Laughlin............ 43% 21 21 





1938 
Price Range 

— — Recent 
Name and Dividend High Low Price 
Lake Shore Mines (4)........ 584% 454% 49% 
Lockhead Air............... 1012 55 556 
Molybdenum............... 6% 3% 3% 
National Bellas Hess.......... 1 Ye Ye 

New Jersey Zinc (t.50)....... 72% 4514 48 

Newmont Mining (7.50)... ... 72 42 42 
Niagara Hudson Power....... 8% 514 5% 
Niles-Bement-Pond (+.50)..... 38% 25 25% 
No. Am. Rayon "A"........ 24 12% 13% 
Pen-Amer. Airways (7.25).... 193% 12% 13% 
ao, ae 7% 4% 4% 
Pennroad Corp, ({.25)........ 2% 15% 1% 

Pepperel Mfg......... ane ia 58 59 
Pitts. Pl. Glass (7.25)......... 62%, 34% 34% 
St. Regis Paper.............. 4% 2% 2% 

Sherwin-Williams (4)... .. .. 90 68 68 

South Penn Oil (*1.50)...... 39 3¢ 30 
a 21% 144% 14% 
United Gas Corp............. 51% 2% 2%, 
United Lt & Pw. "A”........ 3% 1% 114 
United Lt. & Pwr. Cv. Pf...... 26% 13% 135% 
Wright Hargreaves (*.40)..... 8% 6% 6% 


t Paid this year. 
* Not including extras. 
t Paid last year. 

















sury, we have funds which will act 
as a “buffer” and absorb a consider- 
able amount of the strain. Also we 
may expect abundant cooperation 
from the British and, within the 
limits of their financial ability, from 
the French. 

In this connection note shoul be 
made of a revival of the “gold stor- 
age” idea. We do not accept gold 
deposits by private individuals but 
foreign governments and central 
banks may do what private indi- 
viduals may noi. They may and do 
earmark gold with the New York 
Federal Reserve Bank. In so far as 
the gold is coming here as a matter 
of safety, this practice may be ex- 
panded. It should be noticed that 
this earmarking does not give foreign 
countries a supply of foreign ex- 
change until they actually sell the 
gold, but gold thus held does not 
affect our credit structure and could 
be later withdrawn without disturb- 
ing us. The chief obstacle to an 
enlargement of the practice is the 
urgent need for foreign exchange. 
This need and the lack of gold will 
prevent earmarking by the countries 
of Central Europe, while French 
needs for exchange would seem to 
restrict their extension of the prac- 
tice. However, it seems possible at 
least for Great Britain and Holland. 

We may conclude that the incom- 
ing funds will have an inflationary 
influence, though we cannot estimate 
its strength, but that we need not be 
greatly concerned over sudden with- 
drawals. Our position, however, is 
not a pleasant one. 
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If and when we do get an economic 
recovery, the disparity will gradu- 
ally be corrected through the nor- 
mal functioning of supply-demand 
factors. Present price relation- 
ships are not only normal depression 
phenomena, but bear a_ striking 
similarity to the relationships that 
prevailed at the bottom of the last 
depression in 1932. The major dif- 
ference is that there is not now any 
farm crisis comparable to that ex- 
isting in 1932, with the result that 
farm prices are now only some 10% 
below the general price level, where- 
as in 1932 they were 25% below it. 


Foods, however, are now under the 
general price level by approximately 
the 6% of 1932. Textiles are be- 
low the general price level by about 
the same degree as in 1932. Build- 
ing materials, leather products and 
housefurnishings are above the gen- 
eral level now, as they were in 1932, 
but, relative to the general price 
level, housefurnishings are cheaper 
now than in 1932, while building 
materials and leather goods are 
more expensive than in 1932. 

In some of the fields in which 
monopoly has been alleged, it is in- 
teresting to note that—relative to 
the general level—prices are lower 
now than in 1932. Fuel and lighting 
materials were 8.5% above the gen- 
eral level in 1932, but are about 
214% below it now. Metal prod- 
ucts were 23.8% above the general 
level in 1932 and are now only ap- 
proximately 19% above it. Reflect- 
ing long term technological progress, 
chemicals are now below the gen- 
eral price level, whereas they were 
more than 13% above it in 1932. 
Miscellaneous goods were less than 
1% under the general level in 1932 
but are now more than 7% below it. 

Entering the second quarter. 
stocks of most industrial raw mate- 
rials — copper, lead, zinc, rubber — 
continue to mount. In none is con- 
sumption yet showing significant in- 
crease. Inventories of finished 
goods have been cut down in some 
instances and are little changed in 
others. On the whole, there is 
nothing in the existing inventory 
picture to suggest that a prompt 
economic recovery will be touched 
off by necessary replenishment of 
stocks. 

It has been an amazing swing of 
the pendulum of sentiment in little 
more than a year. From record- 
breaking forward buying, business 
men have recoiled to the opposite 
extreme. Now they are thinking 
twice before spending a dime. The 
latest summary issued by the Na- 
tional Association of Purchasing 
Agents sums up the business atti- 
tude as follows: 

“There are few companies which 
will extend their commitments un- 
til every last ounce of material is 
off the shelves or ouc of the bins 
and the liquidation of last year’s 
extensive purchases is fully com- 
pleted.” 

This report being just out, evi- 
dently inventory liquidation is not 
complete. 
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within $7,000,000 of the level of 
1928, the last year under the old 
management. Total income last 
year, however, was nearly 39% more 
than in 1928 and net income after 
interest and taxes, but before in- 
ventory adjustments, was better 
than 140% higher than in 1928. If 
undistributed profits of plantation 
subsidiaries are included, net profits 
last year would have been 239.4% 
higher than in 1928. In 1928, U. S. 
Rubber’s gross margin of profit was 
about 714% before depreciation, and 
substantially under that of its lead- 
ing competitors, while last year the 
gross profit margin was better than 
10%. Last year the gross profit 
margin for Goodrich was less than 
7%, while that of Goodyear was 
about 8%. 

Working capital at the end of last 
year, including nearly $11,000,000 in 
cash and marketable _ securities. 
amounted to $63,541,458. While this 
was some $41,000,000 less than at 
the end of 1928, the latest figure rep- 
resented an increase of $31,055,069 
since the end of 1932. 

In building up the company’s 
working capital position, the man- 
agement was given timely aid by an 
irheritance which was received from 
the pre-duPont organization. The 
indenture of the first and refunding 
mortgage stipulated that the com- 
pany could pay no dividends except 
out of earnings subsequent to De- 
cember 31, 1916. As of the latter 
date, the company had a net earned 
surplus of $138,683. So long, there- 
fore, as the balance sheet showed a 
profit and loss deficit, the company 
was immune from the tax on its un- 
distributed profits. At the end of 
last year the deficit was $13,040,901. 
As a resu’| .ne management has been 
able to . vote a large part of the 
improved earnings over the past two 
years to. strengthening working 


capital. 


Apparently anticipating that the 
undistributed profits tax will be ma- 
terially modified, the management 
has proposed, and stockholders have 
ratified, several capital changes 
designed to remove the indenture 
restrictions against dividends. A new 
first mortgage bond issue, providing 
for the maximum issue of $75,000,- 
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Y ou should benefit materially through reading and applying the 
tried-and-proven principles described in "Timing—When to Buy 
and Sell in Today's Markets." You will have before you, for ready 
reference, a concise, easily understood description of the technical 
factors that forecast the trend of the market. It will help you deter- 
mine when to buy and when to sell—the most important element in 
successful trading and investment. 
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"Timing" is the result of months of analysis and preparation by our. 
corps of market and security specialists. It represents composite’ 
opinion backed by the long training and experience of the head of 
our Chart, Tape Reading and other departments which have to do 
with forecasting the market. It places at your disposal a digest of 
our knowledge of the mechanics of the market, our research in analyz- 
ing capital structures, financial statements, etc. Many precepts 
followed by our organization are divulged for the first time. Not 
only are specific rules described, but you are told how to interpret 
and apply them. 


Your Copy May Still Be Secured FREE 


You may purchase "Timing" at $3.00 or secure a copy FREE with a 
one year or two year subscription to The Magazine of Wall Street. 
Our magazine, published every two weeks, will keep you informed 
right up to the minute on changing fundamentals for determining the 
market outlook. It will also give you specific analyses and recommen- 
dations, so that you may trade and invest in the most profitable 
mediums. In addition, you will be entitled to consult us regarding 
three securities at frequent intervals. 
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Forthcoming Dividend 





_ 
Meetings 
Company Time Date 

Azsociated Dry Goods Pfds.*..... ..... April 18 
Omen & Aroostook R. R. Com. & 

RE SE ee RS oe April 15 
PM oes auecwscas sacs 9:15 April 12 
Campbell Wyant & Cannon Fdry... ..... April 19 
Celotex Corp. Com. & Pfd.*....... 11:00 April 12 
Century Ribbon Mills*........... 9:00 April 18 
Chicago Mail Order*............ ..... April 22 
Chicago Yellow Cab............. 11:15 April 21 
Columbia Pictures Corp. Pfd.*.... . 3:00 April 13 
Consolidated Oi! Corp. Pfd........ 4:30 April 11 
oS April 19 
Continental Can................. 9:30 April 13 
Distillers Corp.—Segrams Pfd.*.... ..... April 12 
Dixie-Vo:tex Com. & class A*.... ..... April 13 
Dow Chemical Com. & Pfd........ 10:00 April 19 
oo 10:00 April 20 
GP IIUIES osc oes ccsscccce 9:30 April 13 
Harbison-Walker Ref. Com. & Pfd.* 11:00 April 18 
Hollander & Son*............... 11:00 April 18 
International }tarvester Pfd......... 2:00 April 21 
oe) gers 11:00 April 15 
Kayser (J.) & Co.*............... 9:30 April 19 
Liggett & Myers Tobacco Com. & B. 12:00 April 20 
a re 12:30 April 13 
Macy (R. H.) & Co.............. 10:00 April 20 
Mcintyre Porcupine Mines*....... 10:00 April 14 
Nash Kelvinator Corp.*........... ..... April 12 
National Biscuit Com. & Pfd....... 4:00 April 19 
National Lead A Pid.......... . 10:00 April 21 
National Power & Light.......... 3:15 April 21 
Newberry (J. J.) Co. new 5% Pfd.. ..... April 12 
Owens-Illinois Glass*............ 9:30 April 20 
Pacific Gas & Electric Pfds........ 3:30 April 13 
Procter & Gamble............... 1:45 April 12 
Public Service of N. J. 6% Pfd.... 3:00 April 19 
Reynolds Metals Com. & Pfd...... 12:00 April 22 
Reynolds Tobacco Com. & B...... 3:00 April 14 
St. Paul Fire & Marine Insurance*.. 2:00 April 18 
Seaboard Oil (Del.)*............ 11:30 April 20 
Sk a April 19 
PEP  cccccccensascccs cscce April 22 
Sun Oil Co. Com. & Pfd.*........ 2:00 April 19 
Union Oil of California*.......... 10:00 April 11 
United Biscuit Com. & Pfd.*....... 12:00 April 21 
Wheeling & Lake Erie Ry. Pfds.*.. ..... April 12 
Woolworth (F. W.) Co............ 10:00 April 13 


All meetings on common stock unless otherwise noted. 
* Approximate date. 





> 000, has been authorized. A block 


of $45,000,000 of these bonds, bear- 
ing a 444% coupon is reported to 
have been privately sold. The pro- 
ceeds will be applied toward the 
early redemption of the $50,000,000 
first and refunding 5% bonds now 
outstanding. It is also proposed 
to reduce the company’s capital by 
changing the common stock from no- 
par to $10 par. This will create a 
capital surplus of $85,222,791, against 
which will be written off $57,622,- 
405 in good-will and patents, $11,- 
000,000 will be set up as a reserve 
to reduce the value of idle plants 
to their cash-recovery value, and 
$2,500,000 premium required to re- 
deem outstanding bonds. After 
which the company will have a capi- 
tal surplus of about $1,000,000, in 
addition to the net earned surplus 


of $2,569,274 of consolidated sub- 
sidiary companies. Two subsidiary 
companies holding the capital stocks 
of plantation companies will be dis- 
solved and the plantation companies 
consolidated with the parent com- 
pany. This move will add $9,487,- 
960 in earned surplus of these two 
companies to the parent company’s 
books. 

The completion of the new financ- 
ing and the foregoing capital changes 
will open the way to the resumption 
of dividends, as and when earnings 
permit. Unless, however, there is an 
early and marked change for the 
better in the outlook for the rubber 
and tire industry, it is extremely 
doubtful that favorable dividend ac- 
tion will be taken this year. 

It is, of course, a foregone conclu- 
sion that automobile production and 
sales this year will be substantially 
under 1937 with a corresponding de- 
crease in sales of original equipment 
tires. The tire industry is hopeful 
that sales of replacement tires this 
year will compare favorably with the 
1937 volume of about 30,000,000 
units. Much, however, will depend 
on the extent to which public pur- 
chasing power suffers further de- 
pletion. 

About 50% of U.S. Rubber’s gross 
business is contributed by tire sales. 
The company supplies original 
equipment tires to several of the 
leading motor car manufacturers, in- 
cluding Chevrolet, and is also gen- 
erally believed to be the largest sup- 
plier of private brands, producing 
tires for Montgomery Ward and 
those sold in the service stations of 
Standard Oil of N. J., under the 
trade name “Atlas.” Western Auto 
Supply, operating a system of chain 
stores, is also a customer. The com- 
pany organized the U. S. Rubber 
Tire Dealers Mutual Corp., enabling 
it to supply dealers at large-volume 
prices without violating the restric- 
tion of the Robinson-Patman Act. 
On the whole, therefore, U. S. Rub- 
ber appears to have regained some 
of its former competitive standing 
and should get a full share of avail- 
able tire business this year. 

The balance of the company’s 
business is derived from a widely 
diversified list of miscellaneous 
household and industrial rubber 
products. In the production of me- 
chanical rubber goods, U. S. Rubber 
shares leadership with Goodrich. 

The company’s rubber plantations 
provide a third source of earnings. 


These plantations are comprised of 


approximately 135,000 acres, of 
which 99,000 acres are planted and 
98,500 acres have reached maturity. 
Last year these plantations shipped 
57,701,000 pounds of rubber, virtu- 
ally the entire production, and with 
the benefit of higher average prices 
for crude rubber last year, earned a 
profit of $4,589,649. The profit in 
1936 was slightly less than $2,000.- 
000. Last year, U. S. Rubber re- 
ceived a dividend of $100,000 from 
one of its plantation subsidiaries. 
Plantation earnings this year will be 
curtailed by a sharp decline in ship- 
ments and lower average prices. 
Crude rubber stocks are mounting 
and consumption is lower. The 
rubber restriction committee has 
lowered second quarter quotas to 
60%, which compares with 90% last 
year, but doubt is growing as to 
whether the control scheme will suc- 
cessfully offset the weight of declin- 
ing consumption. Rubber prices re- 
cently dropped below 11 cents a 
pound, or about 4 cents under the 
low of 14% cents for 1937. 

This year U. S. Rubber will have 
the benefit of lower rubber and cot- 
ton prices, its two principal raw 
materials. The effectiveness of this 
condition, however, will be offset to 
some extent by the prevailing high 
level of labor costs and curtailed 
sales volume. Declining rubber 
prices, moreover, spell losses on both 
finished and unfinished inventories. 

In 1937, it was necessary for the 
company to write down inventories 
to the extent of $3,648,000 and pro- 
vided an additional reserve of $1,- 
000,000. Earnings, however, were 
credited with $3,090,000 from re- 
serves, resulting in a net write-off 
against earnings of about $1,648,000. 
After deduction of taxes, net income 
totaled $8,607,902, equal to $13.22 a 
share on the 651,091 shares of $8 
preferred stock. After allowing for 
preferred dividends (not paid). 
earnings available for the 1,536,101 
shares of common stock were equiva- 
lent to $2.21 a share, comparing with 
$15.62 and $3.31 a share for the pre- 
ferred and common respectively in 
1936. Thus, earnings last year, due 
principally to higher material costs 
and increased wages, were lower not- 
withstanding an increase of 16% in 
net sales. 

Granting the adversities experi- 
enced by the company last year, as 
well as the rather dubious near term 
outlook, U. S. Rubber nevertheless 
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shows every indication of being a 
sound, progressive and on-its-toes 
organization; in short, a vastly dif- 
ferent company than it was ten years 
ago. These are fundamental con- 
siderations and in the long run will 
count more heavily in the company’s 
favor than immediate earning power. 
Current market quotations for both 
the preferred and common shares, 
however, are concerned only with 
the near term prospect and for the 
investor who is willing and able to 
plan more than a few months ahead, 
both classes of stock would appear 
to possess the attributes of a profit- 
able speculation. 





Depression Resisting Stocks 





(Continued from page 844) 


During the last depression most 
of the leading grocery chains fared 
quite well and stockholders received 
regular dividends. That they can 
turn in a similar performance in the 
face of prevailing conditions, how- 
ever, is quite doubtful. The current 
position of chain stores, particularly 
the larger ones, is strictly a de- 
fensive one, with the entire industry 
virtually fighting for its life against 
punitive taxation and other restric- 
tive measures. Possibly the only 


company among grocery chains like- 
ly to maintain earnings at a rela- 
tively good level is Jewel Tea. The 
fact that the bulk of this company’s 
business is transacted through the 
means of motor routes has made it 
less vulnerable to taxes aimed solely 
at chain store systems. Earnings 
last year were equal to $5.19 a share 
and dividends totaled $4.75. Over 
the past six years earnings have 
averaged $4.75 a share and in the 
1930-33 depression years dividends 
were never less than $3 annually. 
Mercantile and variety chains 
have not been as heavily hit by taxa- 
tion as the grocery chains because 
even the larger of these operate 
many less units than do the leading 
grocery chains. F. W. Woolworth, 
for exam): ¢, should be able to main- 
tain the present $2.40 dividend 
which has been paid since 1929. 
Earnings, with the benefit of record- 
breaking sales and wider profit mar- 
gins on higher priced merchandise, 
last year were equal to $3.40 a share, 
comparing with the six-year average 
of $3.08. J. C. Penney Co. likewise 
should continue to give a good ac- 
count of itself. With most of its 
general merchandise stores specializ- 
ing in low cost merchandise, and 
catering primarily to rural and farm 
areas, earnings are likely to compare 
favorably with the six-year average 





of $5.55 .aare. The company has 
paid cc. :mon dividends without in- 
terruption since 1926 and during the 
past six years disbursements have 
averaged $3.86 a share. 

The reader has doubtless noted 
that most of the companies which 
have been given favorable mention 
are identified with the so-called con- 
sumer industries. That is to say, 
industries which supply products 
entering into direct consumption and 
for which demand is comparatively 
constant year in and year out. 
There are to be sure companies pro- 
ducing heavy or durable goods 
which have had a fairly impressive 
record of continuous dividend pay- 
ments. Dividends, however, are sub- 
ject to considerable variation and 
for this reason do not provide the 
same measure of income security. 
Representative of this group are 
such companies as General Electric. 
National Steel, General American 
Transportation, and National Lead 
and Minneapolis-Honeywell Regula- 
tor. 

The chemical and oil industries 
are well represented among the com- 
panies which have long standing 
records of sustained dividends. Even 
these companies, however, may find 
it necessary to adjust dividends to 
conform with a lower level of cur- 
rent earnings. Monsanto Chemical 





DIVIDENDS RECENTLY DECLARED 





Corporation Rate Period 
Be 1.00 Q 
Aluminum Goods Mfg............. 0.25 — 
American Hardware................ 1.00 Q 
American Home Products........... 2.40 M 
Anchor Hocking Glass............. 0.15 — 
Armour & Co. (Del.) Pfd............ 7.00 Q 
Atlantic Refining Co. Pid........... 4.00 Q 
California Packing.................. 0.37% —- 
Cluett, Peabody & Co. Pfd.......... 7.00 Q 
Consolidated Copper Mines......... 0.1212 —_— 
Diamond T Motor................. 1.00 Q 
Firestone Tire & Rubber............. 0.25 — 
General Baking Co. Pfd............. 8.00 Q 
General Electric................... 0.30 — 
Greyhound Corp................... 0.80 Q 
Helme (Geo. W.) Co.............. 5.00 Q 
Helme (Geo. W.) Co. Pfd........... 7.00 Q 
Holland Furnace................... 0.50 —_— 
Household Finance Corp............ 4.00 Q 
International Nickel Pfd............. 7.00 Q 
International Salt................... 1.50 Q 
International Shoe.................. 2.00 Q 
Kirby Petroleum................... 0.10 — 


Stock of Stock of 
Record Payable Corporation Rate Period Record Payable 
3/31 4/15 ee Se 0.37% — 3/AF 4/1 
3/2 Lehman Com...........000..000.5. 1,00 Q 3/25 «4/8 
3/12 4/1 Pe LS | o. 1.20 @ 3/15 4/1 
3/14 4A Lorillard (P.) Co. Pfd............... 7.00 Q 3/15 4/1 
nd pos Midland Steel Products............. 0.50 — 3/19 4/1 
4/5 5/2 re 0.75 — 3/26 4/2 
Montgomery Ward & Co............ 0.50 — 3/18 4/15 
4/30 5/16 es ee 0.80 Q 3/4 afi 
3/21 4/1 
3/28 4/8 Pacific Lighting Corp. Pfd........... 6.00 Q 3/31 4/15 
Procter & Gamble Pfd.............. 8.00 Q 3/25 4/15 
Oe Radio Corp. Pid. B..........000000. 5.00 Q 31604 
4/5 4/20 i iss ns eesees 0.25 — 3/18 4’ 
3/19 4 Safeway Stores Pfd................. 6.00 Q 3/18 4] 
3/18 4/25 TI icsdecisciicicicteecee “OS — 3/15 4/1 
3/22 4/1 Twentieth Century-Fox.............. 0.50 —_— 3/24 3/31 
Twentieth Century-Fox Pfid.......... 1.50 Q 3/24 3/31 
3/10 4] 
3/10 af Ices cin oc dsaleisian 3.00 Q 3/24 4/15 
3/16 4/6 Universal Leaf Tobacco............. 3.00 Q 4/20 5/2 
3/31 4/15 Universal Leaf Tobacco Pfd.......... 8.00 Q 3/24 4A 
/ 
Yale & Towne Mfg................. 0.60 Q 3/24 4/1 
4/2 5/2 Youngstown Sheet & Tube Pfd....... 5.50 Q 3/12 a’ 
3/15 4/1 
3/15 4 Q—Quarterly. 
M—Monthly. 
3/31 4/15 All designati are stocks unless otherwise noied. 
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has both earned and paid dividends 
since 1925, while the same also ap- 
plies to Sun Gil since 1904. Of the 
leading chemical companies, the 
earnings and dividend records of Air 
Reduction, Allied Chemical, Hercu- 
les Powder, duPont and Union Car- 
bide have been much better than 
many other industrial groups, under 
depression conditions, while in the 
oil group such companies as Ame- 
rada, Texas and Standard Oil Co. 
(N. J.) have likewise shown up to 
advantage. 

In the years 1930-33, the common 
shares of leading public utility op- 
erating companies enjoyed consid- 
erable favor as depression-proof in- 
vestments. That they will fare as 
well this year is extremely doubtful. 
Increased taxes have been super- 
imposed on lower rates on the one 
hand, while on the other, net will 
be cut by increased labor and ma- 
terials costs. 

Among various specialty com- 
panies there are several whose shares 
commend themselves as suitable in- 
come mediums at this time. These 
include the class A shares of Bon 
Ami, and the common shares of 
Coca-Cola, Diamond Match, East- 
man Kodak, United Fruit, Hazel- 
Atlas Glass, Procter & Gamble and 
Sterling Products. All of these com- 
panies have displayed good earning 
power under adverse conditions and 
at the present time there exists no 
basis for doubting their ability to 
make a better-than-average showing. 
All of these companies have paid 
dividends without interruption for 
some years back. 

For additional details pertaining 
to most of the issues accorded favor- 
able mention in this discussion, the 
reader is referred to the accompany- 
ing tabulation. 





Railroad Bonds Appraised 





(Continued from page 842) 


any actual reorganization all the 
junior bonds falling within the figure 
mentioned in Column E will be 
wiped out, together with the pre- 
ferred and common stocks. What 
would happen in any actual reor- 
ganization is that these junior bonds 
would be scaled down drastically— 
although possibly not below a level 
represented in present prices—while 
bonds senior to them would be called 
upon to make some sacrifices too. 


The column of comment speaks 
for itself. It may be hard for a man 
to realize that a bond he bought 
because it met the standards for a 
high-grade investment in every way 
has now become a speculation in 
many instances as hazardous as some 
common stock. Yet, if this is the 
case, he must bring himself to realize 
what has happened and make a defi- 
nite choice as to whether he wants 
to continue to speculate, or whether 
his individual position is such that 
he should regain his status as in- 
vestor. Should it be the latter, the 
only solution is the sale of the bond 
even at these low levels. 

What the holder of railroad bonds 
has to guard against during the pres- 
ent period of uncertainty is the 
basing of an appraisal too much on 
mere market price. There are still 
railroad bonds which merit an in- 
vestment rating although they may 
recently have suffered a sharp dip in 
price, brought about by distress sell- 
ing on a thin market. On the other 
hand, there are undoubtedly many 
bonds currently selling at seemingly 
low levels that will work much lower. 
We repeat: look first and longest at 
a road’s capacity to weather further 
financial storm. 





Spritg Primaries and Fall 
Elections 





(Continued from page 819) 


will draft Senator Wagner for the 
Albany post. It would be excel- 
lent face-saving strategy, for “Bob,” 
could probably win, but so far 
Mr. Roosevelt has not discussed 
the matter with the man most con- 
cerned. And except under compul- 
sion, the latter will flatly refuse to 
forsake the legislative life he loves 
for the arduous routine of operating 
the greatest state in the union. So 
it looks as if the President will have 
to insert a want ad in the news- 
papers in order to hire a man to 
carry his colors in the Empire State 
sweepstakes. And for him not to be 
able to boss his own bailiwick would 
be fatal. 

In Pennsylvania Mr. Roosevelt’s 
unfortunate management of the sit- 
uation has virtually handed the 
Governorship with its control of 
26,000 jobs to the Republicans, pro- 
vided they don’t match his mistakes. 
Though he has showered Keystone 


Democrats with millions in relief 
funds and thousands of jobs, he has 
not been able to prevent them from 
splitting into two factions engaged 
in slitting throats. 

On the one side stands the Kelly- 
McCloskey gang from Philadelphia, 
and on the other dances the Guffey- 
Lewis (John L.) from Pittsburgh, 
and between the two there is no sleep 
for a decent Democrat. Each has 
named its own candidate for Gover- 
nor, and the feud, since it is personal 
as well as political, will endure long 
after they shoot it out at the prim- 
ary. With Mr. Roosevelt himself 
growing more and more unpopular 
with the miners and rural folk on the 
hillsides, this internecine warfare 
among mighty but moody chieftains 
seems certain to hand the state back 
to the G. O. P. 

Another state headed back to its 
original political owners appears to 
be Illinois. Here the President 
played along with the _ ineffable 
Nash-Kelley machine of Chicago 
when it was in his interest to do so, 
although he must have recognized 
that he was giving hostages to bad 
fortune. In their arrogance they 
fought a high-minded reformer and 
Roosevelt friend, Governor Henry 
Horner, even to the extent of trying 
to deny him re-election a few years 
ago. 

The Governor licked them then, 
and he has set out to repeat the per- 
formance this year. The President, 
however, is scheming to hug the side- 
lines, and to cheer for whichever 
side wins. But the ultimate victor, 
naturally, will have scant reason to 
thank him or to feel grateful to him. 
And one faction or another will 
handpick the delegation to the 1940 
convention. 

The Illinois election centers around 
a Senate vacancy. The Nash-Kel- 
ley organization have nominated an 
old-fashioned politico named Mike 
Igoe, while Governor Horner and 
States Attorney Tom Courtney— 
Chicago’s counterpart of New York’s 
Tom Dewey—are backing Repre- 
sentative Scott Lucas, a young, able, 
energetic fellow. While it is by no 
means certain now, there is an ex-~ 
cellent chance that a popular up- 
rising against the bosses may land 
Lucas in the Senate, smash the ma- 
chine and leave the President with-~ 
out a friend within the state. 

Nowhere has Mr. Roosevelt jeop- 
ardized his prestige so dangerously 
as in Kentucky, where he is violat~ 


866 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








ing 
in | 
Lea 
ing 
Pat 
lead 
feel: 
trac 
he 
has 
the 
1 
eral 
out 
and 
trol 
and 
De! 
bad 
suc 
par 
} 
rep 
Go 
is 
WI 
slo 
ter 
Mr 
tin 
ter 
the 
ind 
pre 
ing 
era 
chi 
the 
ley 
col 
if 
of 


of 


V0 
his 


Bu 








from 
aged 


elly- 
phia, 
ffey- 
irgh, 
sleep 
has 
ver- 
onal 
long 
rim- 
iself 
ular 
the 
fare 
ains 
ack 


its 
; to 
ent 
ible 
ago 

so, 
zed 
ad 
ley 
ind 
ry 
ing 
ars 


en, 
er- 
nt, 
le- 
rer 
or, 


m, 
ill 
40 








ing every article of the political code 
in his effort to re-elect Majority 
Leader Barkley of the Senate. Hav- 
ing backed the Kentuckian against 
Pat Harrison in the battle for the 
leadership, the President doubtless 
feels that he must exert himself ex- 
traordinarily to vindicate his choice; 
he must demonstrate that Mr. B. 
has the confidence of the people of 
the Bluegrass state. 

There is a more practical consid- 
eration. For Mr. Barkley to lose 
out would be interpreted by friend 
and foe as a deliberate and disas- 
trous repudiation of the President 
and his New Deal in traditionally 
Democratic territory. It would be 
bad psychology. He cannot endure 
such a blot on his ’scutcheon at this 
particular moment. 

Yet every courier from Kentucky 
reports that the Senator’s opponent, 
Governor A. B. (Happy) Chandler, 
is an odds-on favorite to win. 
Whereas the Senate leader is a dull, 
slow-witted fellow, “Happy” is en- 
tertaining, energetic, breezy. While 
Mr. Barkley has been spending his 
time at Washington during the win- 
ter, and travelling abroad during 
the summer, the Governor has been 
indulging in such extra-curricular 
prerogatives as kissing babies, shak- 
ing hands, pinning medals on vet- 
erans, eating chicken livers at 
church picnics. It is of such stuff 
that triumphant statesmen are made 
—as Messrs. Roosevelt and Bark- 
ley may discover when the votes are 
counted in the August primary. And 
if that should prove to be the end 
of Barkley, it may easily be the end 
of Mr. Roosevelt, too. 

The President is personally in- 
volved in another state—Ohio. There 
his Harvard classmate, Rebert J. 
Bulkley, is in serious diiiculties. 
Though reputedly an able business 
man, Mr. B. has not been a shining 
light in the Senate. To the amaze- 
ment and horror of his friends, he 
has supported almost every New 
Deal measure with religious regu- 
larity. Therefore the President will 
give him every possible reinforce- 
ment. 

He will undoubtedly need it. Ex- 
Governor George White intends to 
cross swords with the Senator in the 
primary, and there are advance in- 
dications that the erstwhile Yukon 
miner will strike gold. Mr. White is 
personally popular, and his innate 
conservatism packs a more power- 
ful appeal with Ohioans than his op- 


APRIL 9, 1938 


ponent’s artificial liberalis.a. But 
even should the former Governor 
emerge victorious, he will face a for- 
nidable rival in Supreme Court 
Judge Arthur Day, the probable 
Republican nominee for the Senate. 
Their race will be a nip-and-tuck 
affair, and Ohio—mother state of 
Republican Presidents—may swing 
back to ancient moorings next fall. 

Thus the 1938 elections may her- 
ald the decline of the second Roose- 
velt’s influence in American politics. 
For if he loses control of the Senate; 
if the Republicans make deep in- 
roads in the House; if he is repudi- 
ated in states where he has delib- 
erately staked his personal and po- 
litical reputation—New York, Ohio, 
Kentucky; if he allows such elector- 
ally dominant commonwealths as 
Pennsylvania and Illinois to slip 
from the grasp of hungry Demo- 
cratic politicos; if he proves to be a 
wrecker rather than a builder of 
parties, the smart boys will give him 
the same kind of gong they ring for 
a flop at Major Bowes’ amateur 
hour! 





Mexico Robs American 
Investors 





(Continued from page 829) 


Mine workers voted a strike in the 
fifteen plants of the company in 
Mexico if a collective contract con- 
tinued to be refused. This raises 
the possibility of a strike affecting 
18,000 workers and of an eventual 
general mine strike which would af- 
fect 90,000. Success in the oil fields 





can hardly fail to add fuel to miners’ 
demands and to those of other 
groups. Already nuisance strikes 
have spread to subsidiaries of the 
Electric Bond and Share Company. 
Agitation for expropriation of the 
Mexican Light and Power company 
has also been renewed. 

Where and when the tide of na- 
tionalism looking toward expropria- 
tion in Mexico — and incidentally 
other parts of Latin America—will 
reach its peak of course no one can 
tell. Clear it is that whatever tem- 
porary advantages the radical 
movements may seem to bring to 
the countries seizing control of for- 
eign properties, those advantages 
are only temporary. As a matter of 
fact in Mexico the immediate result 
was a reduction in the oil workers’ 
pay. As of the long run, expropria- 
tion measures are likely to prove 
highly disadvantageous to those 
taking them. 

Mexico and countries which in 
this field may follow her lead may 
well consider what would have been 
the present degree of national de- 
velopment without public improve- 
ments which loans to their govern- 
ments have made possible. They 
may well examine what would have 
been possible for them without the 
financial assistance which made 
feasible the building of the railroads 
and the creation of the industries 
upon which their foreign and domes- 
tic commerce now so greatly de- 
pends. 

Such states may well remember 
that other undeveloped countries, 
the United States itself most of all. 
have depended heavily upon foreign 
capital for their development and 








BONDS CALLED FOR REDEMPTION 





Bonds 
Denmark (Kingdom of) Ext. 41/2/62. 
Gt. Northern Pr. Co. 1st Ext. 5/50....... 
Commonwealth Util. Corp. Conv. 6/38 "A". . 
Danish Consol. Municipal Loan Ext. S. F. 51/55 
Denver Gas & Elec. Gen. 5/49............. 
Lake Erie Pr. & Lt. 1st & Ref. “C" 6/52... 
No. Indiana Gas & Elec. 1st & Ref. 6/52 
Equitable Office Bldg., 5/52....... 
Spang Chalfant & Co. 1st S. F. 5/48. . 
Martin (Glenn L.) Conv. 6/49...... 
Appalachian Elec. Pr. 1st & Ref. 5/46... 
Appalachian Pr. 5/41.................. 
Virginia Pr. 1st Coll. Tr. 5/42............ 
St. Joseph Rwy., Lt., Heat & Pr. 1st & Ref. 5/46.. 


E. 1.—Entire Issue. *—Pre-Payment offer. 


Amount 
ooo 
Omitted Price Date 
327 100 4/15/38 
189 105 4/15/38 
eC 100 5/1/38 
1 100 5/1/38 
50 105 5/1/38 
E. 1. 105 5/1/38 
126 105 5/1/38 
181 100 5/2/38 
194 103 5/16/38 
Et: 100 5/23/38 
‘EH. 104 6/1/38 
rE. 1. 105 6/1/38 
5 a 105 6/1/38 
2327 102% 7/1/38 
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that cutting off the free flow of capi- 
tal across national boundaries may 
prevent for them a development 
similar to that in their northern 
neighbor, a development which in 
the long view they so much admire 
and desire. 





Happening in Washington 
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otherwise inevitable scandalous pub- 
lic exposé. 


Work relief policy change is being 
studied by W P A economists sitting 
up nights to devise new type of 
projects in which relief recipients 
would contribute unskilled labor to 
supplement private employment. 
Hope is to make each work relief 
dollar generate spending of several 
private dollars, sort of pump-prim- 
ing with labor instead of with capi- 
tal. Type of projects under consid- 
eration include excavation for home 
construction, walks and sewers for 
new subdivisions, railroad and utility 
construction, etc. 


Good neighbor foreign policy of ad- 
ministration now has its first test in 
Mexican oil-silver incident, with 
other national-minded Latin Amer- 
ican countries eyeing American in- 
vestments and watching the out- 
come. Impartial students suggest 
Mexico’s attitude was inspired, if 
not encouraged, by New Deal’s anti- 
business, pro-labor domestic senti- 
ments and its own interpretation of 
the good neighbor policy. If State 
Department takes strong action, 
American republics will be alienated; 
if it is weak-kneed, U. S. invest- 
ments down there will suffer. 





As I See It! 
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Yet none of these obstacles halted 
American enterprise then. On the 
contrary, they brought out new re- 
sourcefulness to meet them. They in- 
spired the greatest achievement in 
scientific and industrial progress 
the country has known. Are we to 
be like the superintendent of the 
Patent Office who resigned in 1844 
because the zenith of inventive 


achievement had been passed; or are 
we to realize that new industries, 
just as powerful in their influence 
as any we know today, are only 
waiting the courage to call them 
into being? 

This is no time to mope and 
worry. This is a time to think and 
act. We must shoulder the risks 
of life. 





Has the Motor Industry Seen 
Its Peak? 





(Continued from page 825) 


last year’s volume. Even 2,500,000 
passenger cars would be considerably 
below the “normal replacement de- 
mand” which was placed earlier in 
this article at somewhere near 3,000,- 
000 cars. The latter figure represents 
only potential demand which may 
be postponed or cancelled by forces 
outside the control of the industry. 
Ir the present circumstances the 
rumber of cars which should be re- 
placed immediately will have little 
effect until their owners become 
willing and able to do so. 

The larger companies stand to 
maintain their car sales at better 
relative levels, and they are also 
aided by the considerable degree of 
diversification built up over past 
years. Several are interested in the 
production of trucks and buses, the 
demand for which does not neces 
sarily parallel passenger car sales. 
The Kelvinator division of Nash- 
Kelvinator has a record of profits 
right through the last depression. 
General Motors with its Frigidaire 
occupies a good position in the re- 
frigerator field, and both this com- 
pany and Chrysler have developed 
air-conditioning machinery. The 
new plant opened by General 
Motors for the volume production 
of small Diesel engines gives a hint 
of the importance the management 
attaches to this particular line, and 
other interests include ethyl gaso- 
line, aviation, household equipment 
and lighting appliances, electric 
motors, financing of sales, and sev- 
eral types of automatic coal stokers. 
Diversification of this kind has 
proved helpful in the past, and al- 
though there is undoubtedly a limit 
beyond which it cannot successfully 
go, its usefulness during such a 
period as the present can hardly be 
questioned. Nevertheless. progress 


in this direction must continue slow; 
and the profits from secondary lines 
cannot be expected to counter-bal- 
ance the trend in the motor industry 
proper. The companies which have 
broadened their list of products are 
still dependent on their original field 
for the great bulk of earnings. 

In addition to their other advan- 
tages, General Motors and Chrysler 
are strongly entrenched in their 
financial position. At the end of 
1937 Chrysler had a larger net work- 
ing capital than at the end of 1929— 
$74,055,000 against $71,385,000. 
Cash and marketable securities were 
also higher, standing at $48,314,000 
as compared with $38,708,000. Gen- 
eral Motors’ net working capital 
amounted to $347,216,000, close to 
40% above the 1929 figure of $251,- 
288,000. Cash and marketable se- 
curities showed a satisfactory per- 
centage increase at $150,884,000 
against $127,352,000. Neither com- 
pany is burdened with any funded 
debt, whereas in 1929 Chrysler 
had obligations of close to $50,- 
000,000. If there is a weakness in 
the present financial position, it lies 
in the growth of inventories to very 
high levels. General Motors with 
$280,000,000 at the year-end showed 
an increase of $55,000,000 over the 
year before and $90,000,000 over 
1929. Chrysler’s inventories of 
$50,407,000 were $12,000,000 above 
the 1929 figure. The growth of 
these items was partially forced on 
the industry by the sudden falling 
off in business during the closing 
months of the ye:r, and the correc- 
tion will also depend to a great ex- 
tent upon sales volume over the 
next few months. 

The fact stands out, however, that 
these companies are far better situ- 
ated to pull through a decline in 
sales than they were eight years ago. 
For another thing, the present drop, 
discouraging as it is, seems hardly 
likely to approach the last one in 
either severity or duration. The 
market prices of leading motor 
stocks are therefore entitled to a 
certain degree of stability, even 
though the outlook over the next 
few months gives them the appear- 
ance of being over-valued. 

Admitting that the industry is a 
volatile one, the relationship be- 
tween the automobile group and the 
rest of the market at the present 
moment makes considerable allow- 
ance for the unpleasant facts of the 
situation. An enterprise such as 
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General Motors which earned far 
more last year than any other 
American corporation, and which is 
so well fortified with cash and asset 
values, should command the respect 
of the investor under any conceiv- 
able conditions. The industry has 
shown itself to be so sensitive to 
business trends, having on several 
occasions pointed the way for the 
stock market, that the period of bad 
news through which it is now labor- 
ing may well have been adequately 
discounted. Any decisive change in 
sales results would undoubtedly 
have an immediate effect on the 
market for the leading equities, and 
such a development is by no means 
impossible. 

Given signs of a belated improve- 
ment in sales figures, however, there 
would still remain a doubt as to its 
longer-term significance. Flurries of 
buying will not answer the question 
as to whether the industry has 
passed its peak. Right at the mo- 


ment, for instance, there are reports 
that sales of the most popular types 
of cars are substantially above early 
March levels and somewhat higher 
than in February. Set off against 
this are the cold facts that produc- 


tion is running close to 45% 
below a year ago, when strikes 
were keeping the figures lower 


than they might have been, and 
that factory sales of cars and 
trucks for the whole first quarter 
will total less than 700,000 units, as 
compared with 1,302,500 in the first 
quarter of 1937. With the next few 
months unlikely to offer more fav- 
orable comparisons, it would be diffi- 
cult to avoid the conclusion that the 
938 production of passenger cars 
stands a good chance of diopping 
40 to 50% below the 1937 peak. 
The industry cannot depend too 
heavily upon the diversification it 
has achieved, nor will the hitherto 
well-sustained export business hold 
up operations alone. Because of its 


importance as a consumer of raw 
materials and an employer of labor. 
its fortunes during the balance of 
the year will be of the greatest in- 
terest to business in general. The 
real opportunity to register a come- 
back may well occur later in the 
present year. It will be heralded by 
certain well discernible signs. Buy- 
ing of materials by the accessory 
companies would be encouraging, as 
would a better rate of operations in 
the steel districts supplying the in- 
dustry. Further steady improve- 
ment in the used car market will be 
necessary, and a levelling off in the 
decline in national purchasing 
power, as indicated by payroll sta- 
tistics. Most important, however. 
will be the change in outlook which 
will induce those who need and can 
pay for new cars to go ahead and 
buy them. Such a development 
might mark the beginning of an- 
other three-year cycle of growing 
activity in the automobile industry. 
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